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Greece’s golden 
future delayed 
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WORLD NEWS 


European Court 
rejects lesbian’s 
challenge over 
discrimination 

A British lesbian lost her 
European Court of Justice battle 


She had alleged sex discrimina- 
tion because South West Trains 
refused to give gay couples the 
travd pass-benefits granted to 
heterosexuals. Page 14 

AMmk flc^fjroainiled 

Taiwan authorities grounded 
China Airlines' nirw remaining 
Airbus A300 aircraft pending an 
inquiry into Monday's crash 
which killed 203 people. Page 15; 
Taiwan resilient. Page 4; World 
stocks. Page 34 


Missionaries held. 

Gunmen seized five European 
missioharies.in north east Sierra 
Leone, where junta forces fleeing 
peacekeeping troops are repeated 
to be on the rampage. 

Cyprus to invite Turks 

Cyprus’s new government ’will' ' 
try to include Turkish Cypriot 

representatives in negotiations 
with the EU next month. Week- 
end polls, were seen as a fresh :■ . 
chance to try .to end the island's 
partition after 23years. Page 2 

Ferry slnUritf penhs sods •' 

Swedish prosecutors have 
decided there is insufficient evi- 
dence to bring criminal proceed^ . 
togs over the 1994 Estonia ferry 
disaster to which 852 people .died. - 
Page 3 

EC consrfsinste Tokyo;'- 
The European Cotmtossfon has. 
complained to Japan that a new 
aviation agreernent wffii the US 
dfecrimtoates againstTJU carriers 
seeking slots to Tokyo, Page 8 ; 

Mows onUS tobacco ctaisl '• 

A Congressional panel and public 
health groups will oppose any 
deal that grants tobacco compa- ^ 
nies immunity from lawsuits. 

The announcement follows : 
months of debate oyer a proposed 
536a5bn settlement Page€';.; 


A —t—IMw meat plan attacked. 

The European Union followed the 
US to objeettog to Australia's 
plan to privatise meat infection 
sendees. EU officials said the pro- 
posed system would contravene 
EU rules. Page 8 

Dictator's yacht for sals 

The yacht that belonged to late .. . . 
East German dictator Erich 
Honecker is tobe auctioned to 
Copenhagen, Denmark. The 
Ardara was built to withstand- - 
poison gas attacks and fitted with 
electronic bugs. - ... 

Boy has younger twin 

An embryo kept on Ice for seven 
years has developed into a _ - 
healthy baby boy born to a CaJif- 
. anna couple. -The embryo was 
frozen after the couple under- . 
went Infertility treatment 

Hendrix lyric fetches $28,800 

The words of an unpublished _ 
song by the late Jimi Hendrix 
made £17.250 ($28300) at a Lon- 
don rock memorabilia auction. 

The song was written during a 
flight to Los Angeles in 1989. 

England salvage seco nd Test. 

England’s cricketers defeated the 
West Indies by three’ wickets in 
Trinidad to level the Test series 
1-L ‘ 


Europe warned on ‘* H 4a r nr -• 

Europe laces "devas tating ” ani- 
mal disease epidemics and should 
overhaul its strategy-far contain- 
ing them, the United Nations • 
Food and Agriculture Organisa- 
tion warned. Page 2 

Algerian troops kill rabsls 

Government troops have killed 88 
Algerian Moslem rebels to the . . 
past three days. The antirebel 
offensive to west Algeria fol- 
lowed the massacres of hundreds 
of civilians there late last month. 
Editorial Comment, Page 13 


Computer Asso c i ates of the US 

launched a $93bn hostile cash 
bid for computer services group 
Cknnputer Sciences. Page 15 

Corporate bond defaults more 
than doubled last year and are 
expected to continue rising, - 
mainly as a result of turmoil to 
Asian financial markets, US 
credit rating agency Moody’s . 
Investors Service said. Page 15 

P ha r ma c ia A Upjohn shares 
rose after the troubled. US- 
Swedish drugs company 
appointed a new chief financial 
officer and reported 1997 results 
to line with expectations. 

Page 18; Lex. Page 14 

And. executive cars subsidiary 
of Germany's Volkswagen group, 
could raise output by up to 10 per 
cent to 600,000 vehicles this year 
because of demand. Page 17 

Douteeho B a bc o c k , lossmaking 
German engtoeering group, fore- 
cast pre-tax earnings of about 
DM70m ($39m) this year and said 
its recovery was on track. 

Page 15 


Samsung Heavy Industries of 

South Korea said it hoped to 
reach agreement with Volvo over 
the sale of the Swedish group’s 
construction equipment business. 
Page 16- ■•■■■" 

UPM Ky m imno. Europe's 
biggBst forestry group, said it 
would buy back up to 5 per cent 
of its shares. Page 16 

'' IWnnvka Handdstoankan, ' ’ 

Sweden’s largest hank, said it 
would demeagethp SKr6.1bn 
($7533n) propHtyjKMtfolio ft 
1- inherited when it acquired mort- 
gage lender Stadshypotek. 

Page 17. .. 

■Rahkenprdfits were held back by 
re s tauAuc tog costs of SKrL47bn 
following the Swedish bank’s 
SKrl6.8bn. merger with Insurer 
*Ikygg-Hansa. Pagel7 . 
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Turkey 


Drifting towards 
an election? 

Pag* 2 



Technology 


The CD-Rdrh &X 
lie detection % 

Page 21 ; i a 





Central Bank 

Smart money 
on a split turn 

Lionel Barber, Page 12 


business news 

Holzmann to 
cut 4,000 jobs 
in wide-ranging 
reorganisation 

Philipp Holzmann, Germany’s 
biggest construction group, is to 
cut about 4,000 jobs worldwide 
this year ns part of a wide rang- 
ing reorganisation. The company 
said it would shown small oper- 
ating profit this year for the first 
time since 1994. Page 14 




IMbnk, D anma rk's second 
higgestccamperria] bank, lifted 
cq?erattogprofits30 per centto 
DKr3.B4bn ($S23m). Page 16 - 


Jtorm an dy Minin a. Australia's 
largest- gold miner , reported a 
weaker than expected 31 per : 
cent rise to interim profits to 
A$5&2m ($353m). Page 19 

Etateai Ataiminbm is to spend 
Dh2.7bn ($725m) on its second 
smelter expansion scheme to 
three years. Page 8 

Diageo, UK food and drinks 
j group formed by the merger of 
f ^ilnneasanri Grand Metropoli- 
tan, is topof a league table of 
bestselling international spirits . 
brands. Page 18- . 

The Brazilian National 

Development Bank confirmed 
that Salomon Brothers and Mor- 
gan Stanley would advise the 
government on the sale of tele- 
coms company Telebr&s. Page 18; 
Turkish teleconraward 
approved. Page 8; Orange and 
VJag join for. bid," Page 16 

Lucent Tcchnofogteat, US 

communications equipment sup- 
plier, said it would acquire Hew- 
lett-Packard's fixed wireless 
equipment unit. Page 18 

Mctropoilten Life, US insurer, 
and Axa Group, French multina- 
tional financial services group, 
plan to form a global employee 
benefits network- Page IB 


UN secretary-general pursues agreement on mission to Baghdad 

Clinton warns 
of repeated 
air strikes 


against Iraq 






By Bruce dark in Washington, 
John Kampfher In London, 

Laura SBber in New York and 
Route Khalaf In Baghdad 

The US was prepared to maim 
repeated military strikes against 
Iraq unless President Saddam 
Hussein agreed soon to give 
United Nations inspectors full 
access to suspected weapons 
sites. President BiS Clinton said 
yesterday. 

The US president laid out an 
uncompromising US position as 
Kofi Annan. UN secretary- 
general. tried to stitch together a 
consensus on the terms for a last- 
minute mission to Baghdad to 
stave off a dash. 

Mr Clinton, speaking at the 
Pentagon after receiving a brief- 
ing cm the readiness of US farces 
to the Gulf, said Mr Saddam was 
bound to make use of his non- 
conventiona] weapons If he was 
given the chance to develop them 
further. 

"Some day, some way, 1 guar- 
antee he’ll use the arsenal,” the 
president said, after accusing the 
Iraqi leader of “lies and stone- 
walling" in the face of UN efforts 
to stop him developing chemical 


and biological weapons. Reacting 
to Mr Clinton's speech. Tariq 
Aziz, Iraq's deputy prime minis- 
ter, told CNN, the television 
news service, that the US had no 
UN authorisation to attack Iraq. 

Meanwhile, Iraq pledged to 
make every effort to ensure 
Mr Annan’s projected visit to 
Baghdad was a success. In an 
official statement, the govern- 
ment said Iraq hoped the UN 
secretary-general would travel to 
Baghdad with an “open mind” 
and “free will” and the ability to 
reach a political settlement. 

France last night put its foil 
weight behind a mission by Mr 
Annan. But Jacques Chirac, the 
French president, made clear 
France was losing patience with 
Iraq. “Time Is now r unning out." 
said a statement commenting on 
a meeting in Paris between Mr 
Chirac and Mohammed Said al- 
Sahaf, Iraqi foreign minister. 

The UK, which has committed 
substantial forces in support of 
the US. suggested that a further 
resolution of the UN Security 
Council would still be needed 
before any decision to launch air 
strikes. 

Mr Clinton said the only possi- 
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French president Jacques Chirac, right, with Iraqi foreign minister Mohammed Said al-Sahaf 


ble pre-condition for a diplomatic 
solution was the granting of 
“free, full and unfettered access” 
for the UN to inspect suspect 
facilities - including the so-called 
presidential sites that Iraq has 
tried to declare off-limits. 

The president urged US citi- 
zens to be prepared for the possi- 
bility of casualties. If the Iraqi 
leader continued his efforts to 
rebuild weapons of mass destruc- 
tion after a US-led military 
action, then "we will be prepared 
to strike again”, Mr Clinton said. 

Iraq crises reports. Page 7 
UK parliament. Page 10 


Down the alleys of Shwjah, a 
Baghdad market dating back to 
Ottoman days, the soft smell of 
spices and plentiful food stands 
lend a false sense of peaceful 
times, writes Koala Khalaf. 

But the traders’ solemn faces 
betray the underlying anxiety. 
Behind colourful bags offering 
everything from sugar to tomato 
paste, children’s crayons to 
grain, they stand idly by, 
waiting for the occasional 
customer. 

“There's no more panic or 
stocking up on food like to other 


crises; people are used to war," 
says a trader. “AH there is Is 
uncertainty.” 

“We have learned to be ready 
for war," says 32-year-old Ali, 
who buys and sells Iranian-made 
tomato paste to the market 
“We've known nothing but war, 
so there is no more fear. We are 
used to seeing missiles land on 
us and bombs explode." 

“There is an old Iraqi saying," 
adds a public employee standing 
nearby. “You can’t be afraid of 
rain when you’re already wet" 
Report, Page 7 


Russia admits to taking out ‘discreet’ loans 


By Chrystia Freeland in Moscow 

-The : Russian government 
discreetly borrowed $95Qm from 
western banks late last year at a 
time when pressure on the rouble 
and a Kremlin promise to pay off 
wage arrears severely strained 
the country’s public finances. 

The finance ministry said the 
government had taken out some 
short-term loans from western 
commercial banks in late Novem- 
ber and early December, but said 
the total amount was “much 
lower than £950m". 

However, someone familiar 
with the government’s borrowing 
said that in late November and 


early December Russia had bor- 
rowed $700m in short-term loans 
from western commercial banks. 
They said that over the same 
period Moscow had borrowed an 
additional $250m in a “split- 
option" facility, a loan that can 
be repaid at any time. 

The loans will need to be refin- 
anced to the first, second and 
fourth quarters of this year. 

Mikhail Kasyanov, the deputy 
minister of finance, confirmed 
that Russia had quietly taken out 
some loans at the end of last 
year, but he would not reveal the 
amount. “We have some 
short-term financing, but it is 
much lower than $950m," he said 


in a telephone interview. "The 
exact sum is confidential." 

The private borrowing disclo- 
sure comes at a time when the 
Kremlin Is struggling to reassure 
foreign investors of its commit- 
ment to fiscal austerity. 

In his annual state of the 
nation speech yesterday, Boris 
Yeltsin, the president, demanded 
that by mid-May his cabinet pro- 
duce a plan radically to slash fis- 
cal expenditures- 
He also called for last-minute 
amendments to the draft 1998 
budget, insisting it was time the 
country produced and lived by a 
“realistic" budget 
“It is necessary to introduce 


strict order in government 
fi n ances." Mr Yeltsin said. 

“It is time to learn to do what 
any housewife knows how to do 
- to spend economically, ratio- 
nally, to live according to one’s 
means." 

Economists said the confiden- 
tial borrowing by Russia was far 
tOO small to CBUSe big financial 
concerns. Another factor in Rus- 
sia’s favour is Mr Kasyanov's 
assurance that the International 
Monetary Fund was fully 
informed about all of Russia's 
debts. 

Mr Kasyanov said that the Rus- 
sian government had "borrowed 
exactly under the celling applied 


by law”. In late December, at the 
Russian government's request, 
the legislature increased the 
external borrowing ceiling by 
Sl.lbn, transferring to it fonds 
that bad been earmarked for 
domestic borrowing. 

Several western bankers who 
lend to Russia said they believed 
Russia had taken out large loans 
from western banks late last 
year. But they were unwilling to 
comment on the record, fearing it 
would harm their business rela- 
tions. 

Yeltsin calls for growth. Page 2 

The Yeltsin endgame. Page 12 
Editorial Comment, Page 13 


Spain blocks BA bid 
for 25% of Iberia 


By Tom Burns in Madrid and 
Michael Skaptnkar m London 

British Airways and the Spanish 
government are at loggerheads 
over the amount of equity the UK 
carrier should be allowed to 
acquire in Iberia, Spain's 
national airline. 

A BA bid to acquire 25 per cent 
of Iberia has been rejected by 
Sepl, the government agency that 
owns the carrier. BA has mean- 
while rejected a Sepi counter- 
offer that would allow it to buy 5 
per cent of Iberia. 

The two sides have been dis- 
cussing the purchase since July, 
when BA said it was interested to 
investing to Iberia, which is to be 


privatised. BA is also attempting 
to win regulatory approval for a 
t ransatlant ic alliance with Amer- 
ican Airlines. Its interest in 
Iberia is seen as an attempt to 
support American, which has 
extensive T-wtin American inter- 
ests. American is also talking to 
the Spanish government about a 
stake in Iberia. 

BA and American have assured 
US regulators that Iberia will not 
be an integral part of their alli- 
ance. Nevertheless, industry 
observers regard the two airlines’ 
proposed link with the Spanish 
carrier as an attempt to compete 
with the Star Alliance, a group 

Continued on Page 14 
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COMMENT & ANALYSIS 


• Northern Ireland 
Editorial, Page 13 

• YettshTs address 
Editorial, Page 13 

• Hdp for Algera 
Editorial, Page 13 


TECHNOLOGY 

• Computer bathe skffls 

Page 21 

• US auctions airwaves 
American News, Page 6 


FINANCE 

• Romanian privatisations 
European News, Page 3 . 

• Barclays gets Into shape 
Lex, Page 14 




Computer game makers help to 
improve mffitary skills Page 21 


• Phannaceoticaf mergers 
Lex, Page 14 


EMERGING MARKETS 

• Hoag Kong badget drafts 
World Stock Markets, Page 34 

• HgbngMs ate glance 

Global Equity Markets, Page 33 
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NEWS: EUROPE 


President’s state of nation speech shows continued but qualified support for market reformers 

Yeltsin renews calls 
for economic growth 


ByCtvystta Freeland 
In Moscow 

President Boris Yeltsin 
called yesterday for more 
spending cuts and approval 
of a long-awaited tax code In 
an annual state of the nation 
address which brought some 
relief to worried foreign 
investors. 

The president's 30-minute 
speech, which he delivered 
standing at a podium before 
the upper and lower bouses 
of the Russian parliament, 
may also calm mounting 

fears about his health. 

Although short on specific 
details and new policy 
recommendations. his 
speech broadly endorsed the 
government's market 
reforms and its efforts to 
cope with hostile conditions 
in world markets sparked by 
the Asian crisis. 

However, he balanced, his 
calls for fiscal austerity with 
an insistence that the gov- 


Cyprus to 
ask Turks 
to join 
EU talks 


By Kerin Hope and Andreas 
Hadjipapas in Nicosia 

Cyprus's new government 
will try to include Turkish 
Cypriot representatives in 
negotiations with the EU 
next month. 

The internationally recog- 
nised Greek Cypriot govern- 
ment has been estranged 
from the Turks in the north 
of the country for 23 years, 
but presidential elections on 
Sunday were seen as a 
chance for a fresh effort to 
end the island's partition. 

Yiannis Cassoulides. for- 
eign minister, said yesterday 
that proposals were being 
prepared to include Turkish 
Cypriots in the EU accession 
talks. But he added that a 
decision was yet to be made 
on whether they should be 
made public or conveyed pri- 
vately by EU representatives 
to Rauf Denktash, the Turk- 
ish Cypriot leader. 

He indicated that the more 
discreet course was likely, 
because of Mr Denktash's 
hostile stance on EU mem- 
bership. An offer made by an 
EU emissary “would allow 
for discussions in a quiet 
way and a possible agree- 
ment," Mr Cassoulides said. 

The EU negotiations are 
seen by Greek Cypriots as 
the key to reviving a UN- 
sponsored plan for reuniting 
the island as a loose federa- 
tion. The UN peace effort, on 
hold since the latest round 
of intercommunal talks col- 
lapsed last summer, is to be 
renewed next month after 
the re-election on Sunday of 
Glafkos derides as Cyprus's 
president. 

"The only thing that's new 
is the ELI accession process." 
says Mr Cassoulides. "It will 
be the only leverage that 
will make the Turkish Cyp- 
riot side understand that it's 
preferable to accept a federal 
Cyprus before the next EU 
enlargement." 

However, he said that the 
Cyprus government wifi go 
ahead with a plan to install 
Russian air defence missiles 
later this year, "unless we 
have a settlement or we 
have progress in the political 
effort for a solution". 

Both the missile purchase 
and Cyprus's recently acti- 
vated defence pact with 
Greece have been criticised 
as likely to undermine the 
chances for re- unification. 
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eminent produce economic 
growth this year. 

Western economists and 
the Russian central bank 
have warned that, because of 
higher interest rates, signifi- 
cant growth is unlikely this 
year. The president's contin- 
ued calls for growth may 
inspire fears that the leader- 
ship is unrealistic in its 
ambitions for the economy. 

The president's generally 
reformist line was good news 
for Anatoly Chubais and 
Boris Nemtsov, the two first 
deputy prime minis ters who 

have been undermined by a 
series of cabinet changes 
over the past few months. 
Their rivals had hoped Mr 
Yeltsin would use his speech 
to deliver a final blow to tbe 
two young ministers. 
Instead, he offered them 
qualified political support. 

Mr Yeltsin's strongest new 
initiative was to order tbe 
government to prepare a 
new plan for slashing federal 


expenditures by the middle 
of May. “It is time to leant to 
do what any good housewife 
knows,” the president said. 
“To spend money economi- 
cally, rationally, to live 
according to one's means." 

Touching upon another 
preoccupation of the busi- 
ness community. Mr Yeltsin 
called on the government 
and parliament to ensure the 
passage of a crucial tax code 
this year. 

His push for fiscal auster- 
ity appears to be an effort to 
respond to the complaints of 
rating agencies and foreign 
investors who have called 
for spending cuts in reaction 
to tbe rising cost of borrow- 
ing and poor tax collection. 

Mr Yeltsin continued his 
theme of fiscal sobriety with 
a call for a "realistic” budget 
in 1998. Higher borrowing 
costs and compromises last 
year with the parliament 
have distorted the draft 1996 
budget, which has not yet 



Yeltsin in parliament yesterday: he stood for 30 minutes to deliver his speech 


been passed into law. Tbe 
finance minister has 
attacked it as “impossible to 
fulfil " "Although the budget 
is already under discussion, 
nevertheless it should be 
made realistic this year, by 
adopting amendments," Mr 
Yeltsin said. 

He also spoke out against 


the culture of barter and 
non-payment which, threat- 
ens to paralyse the Russian 
economy, personally charg- 
ing Mr Chubais with resolv- 
ing the problem. 

Tt would have been naive 
to hope for a lot more," said 
Roland Nash, an economist 
at the Moscow investment 


W Europe’s car sales 
up 10% in January 


By John Griffiths 

Western Europe's new car 
market has got off to a fly- 
ing start this year, with reg- 
istrations running ahead of 
forecasts for the second year 
in a row. 

January's registrations, at 
1,251,700. were 10.3 per cent 
higher than a year ago, 
according to provisional sta- 
tistics from the European 
Automobile Manufacturers' 
Association (ACEA). 

Much of the rise was 
accounted for by a govern- 
ment sales incentive scheme 
, in Italy, and similar pro- 
grammes played a signifi- 
cant role in last year's 
stronger than expected mar- 
ket. However, registrations 
were up in 12 of the 17 coun- 
tries monitored by ACEA, 
suggesting that sales are 
well on course to exceed last 
year’s total of 13.4m. 

The Italian incentives pro- 
gramme lifted the coon fry's 
l sales by 32 per cent on a 
I year-on-year basis in Janu- 
ary, making it the biggest 
national market in Europe 
for the month- One effect 
was to send Fiat sales surg- 
ing, lifting the Italian group 
above General Motors to 
take second place in 
Europe's market leadership 
table, behind Volkswagen. 

Both the big French 
groups, Peugeot/Citroen and 
Renault, also made big 
gains as the French market 
started to regain momen- 
tum. French sales were hit 
badly last year after tbe end 
of an incentives programme. 

Both US-owned groups. 
Ford and General Motors, 
underperformed the market, 
however, with Ford’s sales 
up 9.6 per cent but GM’s 
slumping by 6.7 per cent 
year-on-year. 

Collectively, Japan's car 
makers are making slow but 
steady gains as the EU 
draws closer to the com- 
pletely open market for new 


cars scheduled for next year, 
after more than a decade of 
restraints on Japanese new 
car sales in the region. 

Their combined share in 
January reached 11.2 per 
cent, up only 0.1 per cent on 
the same month a year ago. 
bat with sales of Japan's 
biggest car-maker. Toyota, 
surging by 17.5 per cent to 
topple Nissan from its tradi- 
tional position of Europe's 
biggest-selling Japanese 
marque. Toyota's decision to 
produce a third European- 


built model at Valenciennes 
in France is expected to 
strengthen its position far- 
ther over the next several 
years. 

Korean manufacturers 
also outperformed the mar- 
ket, with January’s sales ris- 
ing by 19.9 per cent year-on- 
year. So far, however, there 
are no significant signs of a 
sales push by Korean or Jap- 
anese producers to compen- 
sate for Asia’s economic 
problems and the deep 
plunges In car sales there. 


Employers say 
EU state aid 
reform ‘weak’ 


West European new car registrations 

January 1998 
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TOTAL MARKET 

1,251,700 

+10.3 
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100.0 

MANUFACTURERS: 
Volkswagen group 

200430 

+2.1 

16.0 
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- Volkswagen 

121.567 

-0.1 

9.7 

10.7 

- Audi 

38,229 

-9.1 

3.1 

3.7 

- Seat 

28272 

+145 

2.3 

22 

- Skoda* 
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+55.7 

1J) 
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Rat group## 
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- Flat 
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10.4 
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1.4 
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- Alfa Romeo 
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- Jaguar 
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02 
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43 
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-7.3 

10.2 
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03 
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Renault 
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OA 
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55 
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BMW 

33.753 

-2.8 

2.7 

3.1 

Rover . 
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+2.8 

2.8 
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Mercedes-Benz 
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+SJ5 
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Volvo 
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1.9 
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Toyota 
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3.0 

2.8 

Nissan 
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23 

29 

Honda 
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+3.6 

1.5 

1.6 

Mazda 
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+7.9 

12 

1.3 

Mitsubishi 
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+25.4 
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Total Japanese 
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53 
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By Emma Tucker 
in Brussels 

A proposal aimed at 
I improving the regulation of 
state subsidies in European 
Union member-states is 
expected to be adopted today 
by the European Commis- 
sion. 

But the plan falls well 
short of industry demands 
for greater transparency and 
tighter deadlines. 

The European employers' 
federation. Unice. had asked 
the Commission to give com- 
petitors a formal voice in 
assessing requests by gov- 
ernments to grant state aid. 

The federation believed 
this would make the process 
more transparent and less 
open to pressure from 
national politics. It also 
wanted legally binding dead- 
lines to be imposed on inves- 
tigations. which at present 
can take months to com- 
plete. 

But yesterday Unice said 
the proposal did tittle more 
than to codify the status 
quo. 

“This is a pretty weak doc- 
ument," said Fiona Marcq. 
Unice’s director of company 
affairs. “The Commission 
seems to be reluctant to let 
companies have a say in the 
process." 

Commission officials 
rejected the criticism, saying 
the proposals strengthened 
existing policy. “We have 
gone as far as we could,” 
said one, pointing out that to 
become law. the plan had to 
be approved by a qualified 
majority of member-states, 
some of which do not want 
to lose what influence they 
currently have over state aid 
decisions. 

The official said that plac- 
ing a formal obligation on 


competitors to make submis- 
sions to the Commission 
would render procedures 
highly inefficient. Brussels 
also doubts whether it has 
the legal right to impose 
such a requirement on com- 
panies. 

•' The Commission added 
(hat it would be impossible 
to impose legally binding 
deadlines on state aid inves- 
tigations because of a lack of 
resources inside the competi- 
tion department. 

“It would be dangerous to 
fix deadlines that we could 
not respect," said the offi- 
cial. However, the idea had 
not been ruled out and could 
be introduced ' at a later 
stage when other reforms of 
state aid bad alleviated some 
of the pressures cm the com- 
petition services. - ^ ;■ 

Unice is also irritated that 
the proposal does not com- 
mit tbe Commission to pub- 
lishing more information 
about state aid cases in 
Brussels's Official Journal. 

“This is crucial if we are 
to have transparency,” said 
Ms Marcq, adding that the 
information published at 
present is so sketchy as to be. 
virtually useless to inter- 
ested third parties. 

Other parts of the proposal 
include granting the Com- 
mission the right to inspect 
companies where it suspects 
that state aid rules are being 
abused. If adopted, it will 
also require companies that 
have received illegal aid to 
repay it immediately, even if 
they appeal against the rul- 
ing. 

At present, companies in 
some EU countries - notably 
France and Germany - are 
able to keep hold of aid that 
has been paid illegally for 
years by appealing to 
national courts. 


Turkey drifts towards an election 

The coalition government seems unable to take decisions, writes John Barham 

M esut Yilmaz. Turkey’s con- anal! conservative party in the coali- key in a list of applicant countries. Erbakan's Welfare party, the. coun 
servative prime minister, tiom “They have five ministers in Tbe government could not decide try's biggest political party, 
seems barely able to con- the government. Has one of them whether to suDDort or criticise n a iri>»', 


M esut Yilmaz. Turkey's con- 
servative prime minister, 
seems barely able to con- 
vince himself, let alone a sceptical 
country, that his fragile eigbt- 
monthold coalition will last much 
longer. 

“As a government we are opposed 
to an early election. But as a politi- 
cal party we are making prepara- 
tions as if there will be an election 
tomorrow." he said last week. 

Only five months ago. he said he 
Intended to remain in power at the 
head of his three-party minority 
coalition until 2000. He said this 
would give him enough time to 
bring inflation. Turkey's most seri- 
ous economic problem, gradually 
down to 3 per cent. 

Now he seems to be giving up. Oa 
hearing that annual inflation hit 
101,6 per cent in January, he 
declared: “It is not possible to lower 
inflation to the level we wanted this 
year.” It took him three days to 
issue a denial and blame the govern- 
ment news agency for misquoting 
him . 

Independent economic analysts do 
not give Mr Yilmaz a fighting chance 
of coming near his target of lowering 
inflation to 50 per cent by December. 

Ahmet Erelcin. general manager 
of Demir Yatirim. an Istanbul Invest- 
ment bank, said: “To cut inflation 
you need an austerity package, a 
consensus and a strong one-party 
government that is not afraid of the 
next elections." 

Ministers squabble openly. G0ne$ 
Taner. treasury minister, said of a 


small conservative party in the coali- 
tion: “They have five ministers in 
the government. Has one of them 
done anything (positive]?" 

Husamettin Cindoruk. that party's 
leader, accused Mr Taner of under- 
mining confidence in the govern- 
ment by failing to implement policy 
effectively. Mr Cindoruk said minis - 
ters were leaking sensitive economic 
data to financial markets. 

The Democratic Left party of 

Btllent Ecevit. deputy prime minis - 


key in a list of applicant countries. 

The government could not decide 
wbether to support or criticise 
Washington. Turkey's best friend, in 
its campaign against President Sad- 
dam Hussein of Iraq. 

The government did take one pop- 
ular measure by extending compul- 
sory schooling to eight from five 
years. Mr Yilmaz promised to 
improve the dreadful education sys- 
tem. However, he cannot take foil 
credit for this. The powerful secular- 


It took the prime minister three days to 
issue a denial and blame the government 
news agency for misquoting him 


ter, opposes reforms of the deficit- 
ridden soda! security system which 
the International Monetary Fund 
wants to see put into effect This is 
preventing an agreement which 
would ease the treasury's access to 
international financial loans, 
increasingly, the treasury must use 
short-term foreign and domestic 
loans to finance the government's 
budget deficit. 

Mr Yilmaz has few achievements 
in domestic or foreign policy to com- 
pensate for the dismal performance 
on the economy. Relations with the 
European Union have been in tatters 
since he broke off “political dia- 
logue" with the EU after a summit 
tn Luxembourg last December when 
EU leaders refused to include Tur- 


ist armed forces demanded the 
reform to stem Islamist infiltration 
of the schools. 

Mr Yilmaz owes his job to the gen- 
erals. who toppled Necmettin 
Erbakan, Turkey’s first Islamist 
prime minister, last June in a “soft 
coup”. 

Yet it would be wrong to write off 
Mr Yilmaz even before elections 
have been called. He may yet strug- 
gle on and stabilise the economy, 
which performed reasonably well in 
1997. Inflation accelerated, but the 
economy grew by about 6 per cent 
and could do so again in 1998. 

A reputation for decency could 
make up for his uninspiring oratory. 
His Motherland party is holding Its 
own in tbe opinion polls against Mr 


Erbakan's Welfare party, the. coun- 
try's biggest political party. 

Welfare's days are numbered after 
the constitutional court last month 
ordered it to close for agitating 
against the secular order. Mr 
Erb ak a n , 71. will soon start a five- 
year ban on political office. 

Mr Yilmaz denied be would exploit 
the Islamists' disarray to call snap 
elections. But the prime minister 
might be tempted if prosecutors 
bring corruption charges against 
Tansu QiUer, the former prime min- 
ister, leader of the centre-right True 
Path party and his bitter rival for 
Turkey’s conservative heartland. 

The business world is irritated by 
the government's Increasingly popu- 
list bent - Mr Taner says bankers 
and big business form a “pro-infla- 
tion lobby” - but would back Mr 
Yilmaz for want of anything' better. 
The media, controlled by a few pow- 
erful press barons, would likewise 
support him. 

The army, which the public 
respects deeply, would also support 
him. Furthermore, pundits say the 
military have never forgiven Mrs 
Ciller for helping the Islamists to 
power in 1998 and are determined to 
prevent her regaining office. 

However, the Islamist challenge is 
unlikely to disappear. Welfare’s 
record during its u months In office 
was no more distinguished than Mr 
Yilxaaz’s. But unlike toe conserva- 
tives, they are disciplined and deter-' 
mined and they have Turkey's best- 
organised electoral machine. 
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Samsung and 
AST face fines 


bank MFK-Ranaissance Capi- 
tal. “It was pretty positive, 
although he did not really 
sort out the dichotomy 
between growth and . a 
secure financial system, 
which requires some auster- 
ity now.” 

Editorial Comment, Page' 13 
Yeltsin’s endgame. Page 12 


The European Commission Is today expected to impose a 
fine on Samsung, the Korean electronics company, and 
AST the Califomm-based personal computers group, 
faffing to tell the Brussels competition 

authorities about their merger. 

The flue would be the first to hit a company for not 

approved without conditions. Emma Tucker. Brussels 

■ BELGIAN MURDERS 

Law enforcement 6 Iax’ 

A Ftoipfan parliamentary report into a recent series of 
child sex murders has concluded that law enforcement in 
Belgium is so lax that suspects enjoyed effective 

Pr ^w^ver, the report, published yesterday . 

widely held belief in Belgium that the suspects benefited 

from the systematic protection of police and justice 

°^hereport. compiled by a parliamentary panel after 17 
Tn fmrtiq of public hearings, was endorsed by 10 of the 14 
panel members. The four who abstained said its 
conclusions did not go far enough in allocating blame. 

In its first report last April, the panel issued a 310-page 
report detailing police blunders which it said had enabled 
Marc Dutroux, the chief suspect in the murders, to kidnap 
six young girls and Mil at least four of them. 

It recommended streamlining and uniting rival police 
forces. Yesterday Jean-Luc Dehaene. the Belgian prime 

minister, announced an agreement to create a new 

national police force, but said cities would still be free to 
organise their own forces: Emma Tucker 

■ PERFUME INDUSTRY 

Strike ends at Geneva plant 

Workers at the main Geneva plant of Givaudan-Ro lire , 
one of the world's top two suppliers to the perfume 
industry, narrowly voted to end a two-day strike 
yesterday but left the way open for further strike action if 
management does not accept demands for a two per cent 
smnnal wage increase: 

The plant, one of toe more poorly performing parts of 
the Roche pharmaceuticals group, has a history of 
Industrial unrest, but the latest strike is longer tha n 
previous disputes. It is highly unusual for Swiss workers 
to walk out, since most Swiss companies have long-term 
a gr eements with their workforces not to strike and 
disputes are settled through a half century old system of 
social partnership. Switzerland has only had five strikes 
in the last two years. 

Although only Half of the 700-strong workforce went on 
strike, Glvaudan-Roure which supplies ingredients for 
many of the world's best-known perfumes, lost two days 
production; ■ William Hall, Zurich 

■ Spanish Media - 

Anti-Gonzalez plot revealed 

The opposition Socialist party said yesterday it was 
considering legal action after disclosures of a madia plot 
to bring about the electoral downfall of the former 
Socialist prime minister. Felipe Gonzdlez. 

;__Iiin? Maria Anson- a farmer. editor of the conservative 
daily. ABC. revealed on Monday that fcevras part' of a 
tight-knit group of- media figures behind an anti-Gonzdlez 
campaign that “at times affected the very state itself. Mr 
Anson justified the media war of attrition against Mr 
Gonzdlez as a defence of democracy against an - 
undefeatable candidate. ■ : 

The charismatic Socialist worr four general elections 
before losing a fifth to the conservative Popular party of 
the prime minister. Jos£ Maria Aznar, in 1996. - 
A Socialist party spokesman, Juan Manuel Eguiagaray, 
said yesterday court action over Mr Anson’s statements 
was possible and parliamentary action “a sure thing”. But 
Rodrigo Rato, economy minister, said tbe Socialists 
should be more concerned about flagging opinion poll 
ratings than Mr Anson's revelations. AP. Madrid 

■ FINNISH UNEMPLOYMENT 

Industrial output boosts jobs 

Fi nni s h unemployment fefl sharply from 16.7 per cent to 
I3£percenlin January, helped partly by a surge in . 
industrial output, according to the country’s central 
statistical office (CSOX 

Finland saw output increase from 3.4 per cent to &2 per 
cent last year - toe biggest rise since 1994. 

The C SQ said toe fastest growth was in the 
electrotechnical sector, where production rose almost 18 
per cent in 1997; .compared with growth of 1UB per cent in 
the previous year. 

The country's ewe inflation, meanwhile, rose !L3 per 
cent in December following a 0.2 per cent fall in 
November. The figure falls well within the Bank of 
Finland’s target range for inflation of no more than 2 per 
cent. Finland ahus to be a founder member of European 
economic and numefauy union. TimBun. Stockholm .. 

■ European Parliament 

MEPs in emissions vote 

Tbe European parliament will decide today whether to " 
push for tougher European Union, targets for reducing car 
ennssions - a step which could increase costs to the ofl ' 
and motor industries by billions of dollars ' 

In asecond reading of the “autooil" progr amme , caring 
for action by car-makers : and ofl-refiners to out s ■ 
pollution. MEPs will vote on more ambitious targets than 
ministers agreed last summer. 

_ Proposals in elude higher quality standards for mbtor 
fuels by. 2000, transforming targe ts for 2005 from • • . :- 

“indicative" to mandat ory, standards, and introducing a 7 
low-sulphur cflesel fad from ^2000. - ■ T - 

The vote is .an important test of pariiament’spdwers ' 

" to shap€ ^ P 0 *?- # backed by half the 626 - 
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conciliation”, with ED ministers over one of Europe's 
biggest environmental laws. . Neil Budcley, Strasbourg 

m POLISH PRIVATISATION 

Oil refinery among sell-offs X 

Poland plans to privatise Petrochgmia piock, the 
country's largest oil refinery, together .with CPN.ihe - - 

netwprtt, through a public 
offer towards the end. of. this year, a deputy treasury 
Minister has told parliament ’ ' 

Flock has a capacity of ism tonnea a year. CPN owns * 
P0tr ° l - st ? ions - '^be. combined marfcetva^ . 

excess of 4fibnj- 

mtbedeal togetherwlthW. a a S^ns£^ nUn ^ . 

the mid dle of this year. ; ; 
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By «uy Dinmore in Boferaiie . : •; Hue 

Vuk Draskovic, the opposition VA 
politician who latt year led mass: - corl 
protests against. Sefbta’s ruHng Zaii 
Socialists, said yesterday his wtri 
party was . dose to rea ching gp / 
agreenwht on^oinipg a cpafitfon nib 
government with liis former foes; beft 
The SodaHsts.-ied by Slobodan his 
Milosevic, the Yugoslav federal he" 
president/ have 1 remained - in acct 
power desplte/lostr# their pariia- pro* 
fflentary majority in the efectioiis tl 
last September, hy exploiting a won 
loophole in 1he-Sert>ian const! to- jfon 
tion which jloesjncft set any dead- • Unii 


opposition leader expects deal 


time* for the fonnation qf a new 
government; 

■■_A year ago Mr Draskovic, then,' a 
- cprleader - of ; the" opposition 
Zajedno (Together) coalition, 

• which has since disintegrated, 

. deforced the Socialists as cor-, 
nipt, dictatorial communists. 
Defending his decision to embrace 
his former opponents and Jailers, 
be "said th&. Socialists bad 
accepted his monarchist party's 
programme- fbr national unity. 

tbs new government he said, 
would work towards full co-opera- 
tion with the us and; European 
Union, ihchiifinig: support for the ■ 


Bosnian peace process and com- 
pliance with the demands of the 
UN war crimes tribunal. The US 
has refused to lift . sanctions 
against Yugoslavia, now compris- 
ing Serbia and Montenegro, until . 
these and other, issues are settled. 

The new coalition. Mr 1 Dras- 
kovic -said, would end Serbia's 
conflict dating back to the second 
world war between partisans 
(communist fighters) and Chet- 
niks (nationalist monarchists). He 
said his Serbian Renewal Move- 
ment (SPO) was close to an agree- 
ment on a political programme 
■ with the Socialists but talks bad 


not started on the crucial issue of 
dividing up minis terial posts. 

“We will insist oh executive 
power according to our party's 
strength." Mr Draskovic said, 
adding that his party wanted the 
post of prime minister. 

Belgrade commentators said the 
deal could yet founder and Serbia 
would face fresh elections later 
this year. They also doubted that 
Mr Milosevic would extradite 
three former army officers 
indicted hy the UN tribunal. 

The Socialists and two smaller 
allied parties hold a total of no 
seats in the 250-seat parliament 


and would be able to form a 
majority with the SPO, which has 
45. Such a coalition would leave 
the ultra-nationalist Serbian Radi- 
cal party the largest opposition 
force with 82 seats. 

Diplomats hope the SPO will 
bea moderating force and wel- 
comed a coalition that would 
exclude the Radicals of Vojislav 
Seselj, a paramilitary leader dur- 
ing the wans in Bosnia and Croa- 
tia. Mr Draskovic conceded that 
mixing with his former foes was 
risky, saying that in the past 
“they broke deals with me faster 
than I drank coffees in mv office". 




Estonia 
ferry 
probe to 
be closed 

By Tim Burt in Stockholm 


Prosecutors in Sweden will 
announce today that tbere is 
Insufficient evidence to 
bring criminal proceedings 
over the 19»4 Estonia disas- 
ter, one of the world's worst 
Vuk Draskovic: defended decision maritime accidents, 
to embrace his former opponents After a three-year investi- 
gation. state prosecutors 




Depth gauge 


Oxygen 


COMPUWARE 


Komania tests investors patience 

Reforms are being hampered by political stalemate, writes Anatol Lieven 


F ifteen months after It" 
came to power with 
promises of reform," 
Romania's centre-right gov- 
ernment has found that sell- 
ing off the family silver is 
not as easy as it ohce- 
thoughi. . ' . . .. . . 

The' , government’s 
mis-steps and. hesitations on 
privatisation have already 
won it more than the usual 
share of ; vitriol, -particularly 
from foreign diplomats: 
Investors. Continuing' 
difficulties -between 
members of . the ruling 
coalition ' are further 
hampering its efforts/* 

The administration" is ; 
relaunching its. efforts in 
divesting state assets and 
argues that the economy is 
set to recover from a savage 
recession last year. But it is 
running up against a wall of 
scepticism. 

“The coalition crisis has 
held up a lot of important 
work, and I'm afraid that 
will go oh being the case," 
said a foreign, diplomat “The 
way tilings are, don’t hold 
your breath waiting for big 
new foreign, investments;" 
because Tve never seen the 
mood ■ , . among . our 
businessmen ' here sb 
depressed." ’ 

With only around $3-5btt of 
foreign direct investment 
since, the collapse of . 
comm unism, Romania is stffl ; 
lagging far behind Poland, / 
the Czech Republic, 'and/: 
Hungary. . Nevertheless, ■ 
Valentin i lohesdit/ /th?' 


privatisation minister, hopes 
to- raise as-much $3bn in, 
.state seU-offis thfe year. 

. The ./government’s 
. economic- programme . for 
;i998, •; presented to the 
International Monetary 
- Fond , last Week, promises to 
; privatise three state banks, 
sell or liquidate loss-making 
-state industries - such ' as 
Roman, a track maker, and 
Petromidla. Romania's 
. largest oil Teflnery/ ! and " 
change the status/: of. 

. .'state-owned utilities' in 
• preparatiem for privatisation 
The programme also puts 
new emphasis' on. economic 
growth, after a.Efrpgr ;cent 
fall in. GDP last' year, and an 
accompanying drop m living. 
standards .- "-*"* 

The government says it 
has already ; had notable 
successes,-, considerably 
improving , on the record of 
the previous, -ex-communist 
administration.' .. 

Over. ...tbe last . year, . 
Ro mania has sold its. largest 
cementmakCT fo lifarge of 
. Prance, tbedgiant JMGB 
tnrbine plant to Evaeraer of 
Norway, and tito. bankrupt 
Petrotel oU/reffnery/.to the 
Russian company LukoiL . 

Western advisers ha ye . 
1 been appointed for two . of 
the thrw .httnks slat^ for 
sale this / year. The 
goyermuent als . appears . 

firm fn . fta‘ n mwmitmKn t to 
: seHa 35‘per/cait sfake in the 
-state, ^telecommunications 
;x(^pany^/t«t Vi. /western 
' ' * mvestor/ and! has . 


flSbn) 

1 3J0:. : .‘i^5 ... . / 2S>- ' as’ : '; "S 
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promised to do this by 
mid-summer. But there are 
doubts about its freedom to 
act in other, mare sensitive 
areas. 

In cases where 
restructuring may lead to 
significant job losses, such 
as the electricity monopoly 
Renel, the government is 
facing strong opposition 
from the trades unions. 

Professor Aurelio Leca, 
chief executive of Rebel, said 
that union opposition and 
government weakness has 
meant that- Romanian 
reform last year was “two 
steps forward and one step 
back." Neither factor has 
obviously changed this year. 

Joe Sussmann, manager of 
the Swiss-based company 
Intertube and a 
long-standing trader with 
Romania, . says that the 
difficulty of- reform can also 
be -’.traced to sheer 


inexperience - a continuing 
result of Romania's 
near-total isolation before 
1989, under the Communist 
dictatorship of Nlcolae 
Ceausescu. 

The ex-communist 
administrations of President 
Ion niescu. which followed, 
did little to give Romanians 
access to western skills. 

Members of the 
bureaucracy are still 
overwhelmingly drawn from 
the former communist state 
and have had little western 
retraining. 

“There is a deficit of 
management skills In every 
field, and a fear of making 
decisions, because in the 
past decisions always came 
from above." Mr Sussmann 
said. “Even at the top of this 
government ministers are 
afraid to sign anything 
because -they are afraid of 
taking responsibility for 


AT A TIME LIKE THIS, THERE ARE SE VERAL 

THINGS YOU MIGHT FIND USEFUL. / 
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things they don’t 
understand, and they are too 
proud to ask for advice - 
even if their own officials 
were capable of giving it. 
which they are not." 

The situation has been 
exacerbated by political 
stalemate. A split in the 
ruling coalition was partially 
patched up earlier this 
month when the 
liberal-leaning Democrat 
party agreed to continue 
supporting the government 
in parliament. 

However, its 

representatives made it clear 
they will continue to push 
for the resignation of Victcrr 
Ciorbea, prime minister. 
They have also insisted on a 
right of veto over all future 
changes - some of which are 
will be controversial. 

The minister for reform. 
Hie Serbanescu said: “The 
greatest danger to reform 
comes from the fact that our 
most important task is also 
the most painful one: to 
reduce the burden of the 
loss-making state plants. 
This is an economic and 
social Issue but also A highly 
political one, so I am afraid 
if the political turmoil 
continues, the chances of 
dealing with this question 
will he greatly reduced.” 

Romanian officials admit 
that with the patience of 
international donors 
wearing thin, this year the 
country will have to move 
faster if it is not to lose 
much goodwill. 


Call for action 
on outbreaks of 
animal disease 


By Michael Smith 
in Brussels 

Europe faces “devastating” 
animal disease epidemics in 
the future and should over- 
haul its strategy for contain- 
ing them, the United Nations 
Food and Agriculture Organ- 
isation iFAO) warned yester- 
day. 

The agency called for a cut 
in herd concentrations, an 
increase in border controls 
and the development of ani- 
mal identification systems. 

It also suggested the pri- 
vate sector be obliged to 
take on some of the costs of 
containing diseases and 
warned governments that 
the privatisation and decen- 
tralisation of national veteri- 
nary services could reduce 
their effectiveness. 

The agency's recommenda- 
tions are aimed at contain- 
ing fast spreading diseases 
such as swine fever and foot 
and mouth disease, rather 
than the BSE “mad cow" dis- 
ease, which develops more 
slowly. 

Europe has suffered more 
epidemics than any other 
region. Nine of the 15 major 
epidemic livestock diseases 
recorded internationally 
have occurred in Europe. 
The FAO blames dense popu- 
lations of livestock and an 
increase in long-distance ani- 
mal transportation as trade 


increases. Both trends stimu- 
late the rapid spread of dis- 
ease. 

Farms in Belgium, the 
Netherlands and Germany 
concentrate up to 9.000 piss 
per square kilometre of land. 
“This causes increasing pol- 
lution and should not be tol- 
erated any more," said Yves 
Leforban. FAO health offi- 
cer. 

The Netherlands, affected 
last year by a costly out- 
break of swine fever, and 
Denmark are among coun- 
tries already taking steps to 
cut animal densities. Eastern 
European countries are less 
of a problem because farm- 
ing is less intensive there. 

In a report yesterday the 
FAO challenged the practice 
by which the public sector in 
Europe bears the cost of epi- 
demics and compensates the 
private sector for losses 
incurred. 

It argued this did little to 
encourage sanitary methods. 
“Industry does not appear to 
be able to discipline itself 
and it may be that govern- 
ment compensation instils 
false security.” 

The FAO suggests a com- 
pulsory insurance scheme 
for livestock owners to pro- 
tect against the costs of dis- 
ease. It said certification and 
identification of animals 
were essential for their safe 
movement. 


have concluded they would 
be unlikely to secure convic- 
tions for criminal negli- 
gence or involuntary man- 
slaughter. The vessel sank 
after its bow doors sheered 
off in heavy seas between 
Tallinn, the Estonian capi- 
tal, and Stockholm. In all. 
852 passengers and crew 
died in the disaster. 

The official report into the 
sinking, published last 
December, said design faults 
and defects in the ship's 
bow door locking mecha- 
nism were mainly to blame. 
It also found that the crew 
might have contributed to 
the deaths by not reducing 
tbe ship's speed and failing 
to evacuate passengers 
quickly enough. 

However, a senior state 
prosecutor has told the 
Financial Times that crimi- 
nal proceedings will not be 
pnrsued. “No-one has been 
named as a suspect because 
there is no evidence of crim- 
inal wrongdoing.” said 
Thomas Llndstrand. the 
prosecutor leading the 
investigation. “There will be 
□o farther proceedings and 
we will be closing the case." 

The decision will be a set- 
back for survivors and the 
victims' families, who have 
launched civil actions for 
compensation against 
Estlines, tbe ferry operators, 
and its German manufac- 
turer, Meyer Werft of Ham- 
burg. 

Last month. Swedish pros- 
ecutors spent three days at 
the Hamburg yard gathering 
Information about tbe 
design and construction of 
the Estonia. They were told 
by Meyer Werft that the 
disaster had been caused 
primarily by poor mainte- 
nance and botched repairs 
to the ship. 
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NEWS: ASIA-PACIFIC 


Taiwan 
resilient 
in wake of 
air crash 

By Laura Tyson in Taipei 

Taiwan's financial markets 
were stable yesterday fol- 
lowing the worst aviation 
disaster in the country's bis- 
tory, which claimed the 
lives of the central bank 
governor and several key 
bank officials on Monday. 

Patrick Liang Cheng-chin. 
deputy governor of Taiwan's , 
Central Bank of China, was 
named acting governor | 
within hours of the crash of I 
the China Airlines flight 
near the country's main air- 
port. The crash left 203 
people dead. 

As well as the bank gover- 
nor. Shen Yuan-dong, the 
accident also claimed the 
lives of Chen Huang, head of 
the central bank's foreign 
exchange department, and 
Chien Chi-ming, the bank's 
economic research chief. 

The government moved 
swiftly to reassure markets 
that monetary policy wonld 
remain unchanged. Share 
prices closed higher yester- 
day apart from those of 
China Airlines. 

An announcement has not 
yet been made on who will 
succeed Mr Shen. Bat Paul 
Chiu Cheng-hsiung. who 
served as deputy central 
bank governor before taking 
up bis current job as finance 
minister, is high on a list of 
candidates to succeed him. 

Mr Chin, a former aca- 
demic, is seen as cautions 
and conservative. That 
would dovetail with the 
bank's culture. “The central 
bank is a strong institution 
with a strong sense of mis- 
sion." said an economic ana- 
lyst at a US brokerage. “It's 
uot a personality -driven 
institution." 

Fears of a possible policy 
dislocation were quickly pat 
to rest as the central bank 
held an emergency meeting 
of its senior officials before 
yesterday's market opening. 

Financial analysts said 
that given tbe central 
bank's strong institutional 
framework, consensus-led 
decision-making process and 
traditionally cautions 
approach to monetary pol- 
icy, the sudden loss of its 
top official would not affect 
the bank's operations. 

Mr Shen steered the econ- 
omy through Taiwan's first 
democratic presidential elec- 
tions, Chinese missile tests 
in the Taiwan Strait and the 
Asian financial crisis doting 
his two-year tenure. He took 
over as custodian of the 
country’s monetary policy 
and US$83bn in foreign 
exchange reserves, among 
the world's highest, in 
March 1996. He was a key 
figure tn Taiwan's financial 
reforms and in the handling 
of the currency turmoil that 
hit much of Asia last year. 


India cellphone licence ‘invalid’ 


By Amy Louise Kazmin 
in New Delhi 

India's telecommunications 
regulator yesterday effec- 
tively invalidated a govern- 
ment decision to issue a cell- 
phone licence to a 
state-owned company. 

Since the regulator was 
not consulted about a poten- 
tial entry by Mahanagar 
Telephone Nigam fMTNL) 
into India's cellphone mar- 
ket. a licence issued by the 
government's telecoms 
department in October "can- 
not be held to be valid", it 
ruled. 


MTNL, which issued 
$358m worth of global depos- 
itary receipts in December, 
said It intended to challenge 
the regulators ruling in 
court- 

Private sector cellphone 
companies, which have vig- 
orously opposed the entry of 
another player into the tight 
market, welcomed the deci- 
sion. Several foreign compa- 
nies have set up cellphone 
ventures. Including Telstra 
of Australia, US-West and 
AT& T of the US. and BT of 
the UK. India opened the 
sector to private competition 
two years ago. 


The regulator delivered a 
stinging rebuke to tbe gov- 
ernment for falling to con- 
sult it before giving permis- 
sion to MTNL, the monopoly 
provider of basic telephony 
in Delhi and Bombay, to 
operate cellular phone ser- 
vices. The Telecom Regula- 
tory Authority of India 
(TRAD Maimed it alone was 
authorised to set the pace for 
telecom liberalisation by 
determining the "need and 
ti min g" for new entrants 
Into the market 
The order, issued in 
response to a petition by pri- 
vate cellphone operators. 


said it was “mandatary” for 
the government's telecom- 
munications department to 
receive a recommendation 
from the TRAI before allow- 
ing neiw telecom services. 

The order does not elimi- 
nate the possibility of MTNL 
subsequently entering the 
field. However, it is a set- 
back to the ambitions of 
MTNL to set up cellular 
phone services in Bomba; 
and Delhi by the end of tbe 
year. 

A.Q.J. Aga, chief of bust* 
ness development for Essar 
Cellphone, one of Delhi's two 
cellphone services, said" the 


regulator is like “a very good 
parent” protecting fledgling 
operators from the more 
powerful MTNL until the 
new services can “grow up 
and stand on their own feet" 

Since India invited private 
participation in ‘mobile 
phone services several years 
ago, 22 joint ventures have 
set up cellphone networks 
around the country. 

S. Rajagopalan, chairma n 
and managing director of 
MTNL, said he was “thor- 
oughly disappointed" with 
the judgment “It seems to 
be a total misreading, of the 
powers of the TRAL" 


MP to be questioned 
over Nikko profits 


By Nfichlyo Nakamoto 
in Tokyo 

Tokyo prosecutors yesterday 
intensified their investiga- 
tions into share transactions 
by a member of Japan's par- 
liament, raising the prospect 
that their inquiry into corpo- 
rate corruption scandals 
could reach the heart of the 
ruling Liberal Democratic 
party. 

The investigation of 
Sbokei Arai, a member of 
the LDP. is a severe blow to 
Ryutaro Hashimolo, prime 
minister and LDP leader, 
who in a keynote speech to 
parliament on Monday reaf- 
firmed his determination to 
clamp down on corruption. 

Prosecutors have sum- 
moned Mr Aral for question- 
ing on profits be made 
through an account with 
Nikko Securities. He has 


refused to resign from tbe 
LDP despite persistent pres- 
sure from LDP colleagues. 

Mr Hashimoto told parlia- 
ment yesterday the scandals 
destabilising the ministry of 
finance and the financial 
sector underlined his com- 
mitment to root out corrup- 
tion in public life. He said 
also the LDP was drafting 
legislation that would gov- 
ern the behaviour of civil 
servants. 

The suspicions over Mr 
Arai'S alleged finan cial gains 
have threatened to disrupt 
crucial parliamentary dis- 
cussion over the 1998 budget, 
which is scheduled to begin 
soon to ensure its passage 
before the new fiscal year. 
Opposition parties have 
demanded Mr Arai appear 
before tbe Diet to testify as a 
sworn witness. 

Mr Arai. a former finance 


ministry bureaucrat, has 
admitted making profits of 
Y41m ($325,000} over 18 
months through an account 
he set up under a friend's 
name with Nikko Securities. 
He also acknowledges he 
was informed by Nikko the 
company had transferred 
profits made on its account 
to his own account 

However. Mr Arai said 
before the lower house bud- 
get committee: “I have never 
demanded that the broker- 
age pass profits on to me.” It 
is not illegal for an Investor 
to receive profits from a 
securities company, though 
it is illegal to ask for such 
profits. 

Mr Arai, who is a formes 1 
secretary-general of the 
LDP's financial subcoin - 
mitte. said be did not know 
that opening an account 
under someone elses nam e 



Sbokei Aral, testifying in the Diet last month 


was in breach of a voluntary 
securities industry rule. His 
account of the transactions 
appears to differ markedly 
from that of officials at 
Nikko Securities, who have 
been questioned repeatedly 
by the prosecutors. 

Nikko officials, including 
Hiroyuki Hamahira, former 


managing director,: who has 
already been indicted on 
charges of illegally, compen- 
sating a corporate racketeer 
for stock losses, have told 
prosecutors that Mr Aral 
repeatedly requested profits ; 
from Nikko through stock 
transactions, according to 
Japanese media reports: 


Japanese banks hesitant over aid 


I t has been heralded as a scheme 
which could save Japan’s ailing 
banks. But some of them seem 
unimpressed. 

After the passage yesterday of a 
bill to pour Y30,000bn ($240bn) into 
the financial sector, a survey 
claimed that only four of tbe top 20 
banks want to apply for funds under 
tbe scheme. 

As preparations get under way. 
some of the long-awaited details of 
the scheme finally emerged yester- 
day. These envisage that Yl7,000bn 
of the Y30,000bn to be used to sup- 
port the financial sector would pro- 
tect depositors in the event of a 
banking collapse. The remaining 
YiaOOObn will be used to buy prefer- 
ence shares or perpetual subordi- 
nated bonds in banking institutions 
to shore up their capital base. 

The criterion for deciding which 
banks will receive funds is vague. 
Banks should be solvent, with sound 
management, but in need of capital. 
The judgment on which banks qual- 
ify will be made by a seven-strong 
committee - “seven wise men" - 


expected to be created next week. 

It will include the finance minis- 
ter. the Bank of Japan governor, the 
head of the Deposit Insurance Corpo- 
ration, and the future head of the 
new financial supervision agency. 
But there will also be three non-bu- 
reaucrats, probably including Yoko 
Sasanami a professor of economics 
at Keio University, Takashi Imai. 
president of Nippon Steel, and Stage- 
ru Kobori, head of the bar associa- 
tion. 

The group will ask banks to sub- 
mit applications for public funds by 
early March. If they reach an unani- 
mous agreement they wfll ask for 
cabinet approval in mid-March. And 
the banks will then be given two 
weeks to notify their shareholders - 
before finally receiving their cash. 

If this timetable works out as 
planned, it could achieve one crucial 
goal: allowing tbe banks to report 
stronger capital adequacy ratios 
before the 1997 financial year closes 
on March 31. This is crucial because 
the banks' ratio has recently been 
eroded by a fall in the value of their 


share portfolio, and unless the banks 
act. some might fall to meet internal 
standards. 

The timing already looks 
extremely tight There are at least 
two problems which could derail It 
in the coming days. 

One is the corruption scandal. 
Seven of the top 20 banks have now 
been accused of bribing government 
officials through lavish entertain- 
ment This has caused turmoil in the 
Ministry of Finance and Japanese 
Bankers' Federation - who are the 
very people who would normally co- 
ordinate such a project 

But it could also provoke public 
protest about the scheme. As Yukiko 
Ohara, banking analyst at UBS says: 
“I think it would be very difficult for 
scandal-related banks to apply (for 
the money). 

But the other problem is that poli- 
ticians, bankers and bureaucrats are 
still divided about the support plan. 
The ruling Liberal Democratic party 
wants it to start with the strongest 
banks, such as Bank of Tokyo Mitsu- 
bishi. Sanwa and Sumitomo, to 


remove any market stigma. 

But these banks have also been 
sucked into the scandal. And the 
Bank of Japan would prefer to limit 
it to those which actually need 
funds. 

Some strong banks are* also 
uneasy. They are reluctant to sully 
their market image by accepting 
government “charity." And there are 
fears that accepting public^ money 
would Leave them \vutaerabla to- 
political pressure to increase their 
lending or take, over weaker groups 

Furthermore, few banks want to 
submit themselves to -even more 
scrutiny. 

Yesterday, for example, it also 
emerged that the “wise men" will be 
hacked by a second group of prose- 
cutors and lawyers, who will be 
charged with tbe task of judging the 
banks' “managerial performance”. 
Over tbe coining weeks, , the same 
barometer will be applied to the 
“wise men" as they attempt to pro- 
duce a list qualifying banks. 

Gillian Tett 
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HK to shelve 
labour plan 

work amid the downturn in property and fears rinsing - 

^^^hWong, secretary for education and .. 

said themove reflected a change in eCQI ^^”f^ oas : V 
but would not jeopardise the government s plans for 

infrastructure and housing t j 

The pro-business Liberal party, which had backed the . 

schenXSgued that an increase in imported labour was, . 
necessary to achieve the government’s planto . - 

housing supply by 85,000 units per year. Queshou marts 
have already arisen over the plan, one of the main 
elements of government policy, as a result of the - 
downturn in the property sector. . - , 

The confederation of trade muons, which lobbied hard 
against tbe scheme, welcomed yesterday's move. But it , 

warned that loopholes remained in esistmg regulations 

which would allow construction companies to bring m 
foreign workers- . . ' John Ridding. Hong Kong 

■ SOUTH KOREA 

GDP expected to grow 1% 

South Korea’s real GDP growth in 1998 wotadbe 1 per 
cent acmrding to revised macroeconomic targets in a 
review, issued yesterday of Seoul’s progress under an 
International Monetary Fund rescue programme. 

However, zero or negative GDP growth also was a 
possibility, the review said. • 

: The review was 'issued as the IMF board met m 
Washington for its first quarterly review of the $5S-35bn 
rescue package agreed in December. It said Inflation 
would accelerate during the first half of the year and 
decline later, ’‘with average inflation for the year slightly 
below double digits." 

South Korea's current account would shift into a 
surplus of $8bn — about 2.5 per cent of GDP - or p ossi bly 
more, it said. The 17-page document said the country's . 
usable foreign exchange reserves were targeted to 
increase to $30bn.by the end of March and $30bn by the 
endofJune. . ' Reuters. Seoul 

■ CHINESE POLITICS 

Official calls for democracy 

A rihinom* government official ha* made a rare public call 
for democracy, in order to guard against the excesses of 
authoritarian rule. His remarks came as the country is 
preparing for the annhal meeting of its parliament, the 
National People's. Congress. Although some academics 
have advocated greater democracy, it is unusual for an 
official to be quoted doing so in a Chinese newspaper. 

■ “Counting bn one man to make all the decisions and 
drawing on the authority of one man is not reliable. 

ThaFs - why we have to chaw support from democracy," 
Zhrm W m-ribang u deputy director of the Research and 
Develc^ment C^tre of the Hainan provincial 
gbybriitaenCwas quoted as saying in the China Economic 
Thnes, He added that society needed the checks and 
balances of aliree media, A lack of supervision by the 
pi^^leadto corruption. he added. 

' V.- . . * James Kyngz, Beijing 

Foreign workers repatriated 

^SiaidiM ha^repatria^ about 30,000 illegal -foreign. - : 
workers hi the. past three months as the country grapples 
with an economic crisis and growing unemployment, 
officials said yesterday. Thailand's devaluation of the . . 
baht hi July, since when it has plunged by over 40 per 
cent against the dollar, precipitated the regional crisis, 
About 85 per cent of tbe repatriated Illegal workers had 
come from Burma, official immigration records show. The 
records show that as of February 5, 29,412 illegal Burmese 
workers had been sent home through border checkpoints 
smee the start of November . 

Demand for cheap bnt illegal foreign labour has fallen - 
in the face of an economic crisis which is forecast to 
almost double- imemplayment in Thailand to over 2m. 
Training Suwanakhiri. labour and social welfare minis ter, 
has said he will repatriate an estimated 300000 alien 
workers registered to work in Thailand -when their 
current oh^year terms expire. - Reuters. Bangkok 
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Malaysia banks feel 
as merger efforts go 


the strain 


Advertising release 

for shares sale by auction with bid in sealed envelope 

The STATE OWNERSHIP FUND, a Romanian public institution based in Bucharest. 2 1 C-A. Roseni Street, seemr 2. is offering for 
sale by auction with bid in sealed envelope, in conrormity with Government Urgency Ordinance tw.88/1997 a 50.94% of the issued 
share capital of DATATIM SA Timisoara. 


□ Registered Office: Timisoara. Str.Gbeorehc Lazar nr.9, jud Tunis. 

3 Fiscal Code: R 153942 

□ Registration no. at Commercial Register Office: J35/438/I99I. 

3 Issued stock capital, according to the latest records 

at the Commercial Registrar Office: 3.81 2.500 thousand, ROL. 

O Turnover in 1996:2,088.834 thousand. ROL 

□ Net profit in 1996: 4.845 thousand. ROL 

□ Main scope of activity: electronic equipment production and inerior fitting out 


Tbe share ownership structure is as follows: 





1 

O Stale Ownership Fund 

50.94 I 

O Share owners through mass privatization 

49.00 1 

O Share it>sign-d io tilt manager 

0.06 1 

O Shares assigned through public offer 

* 


Tbe starting price is 0.13 USD/share 
Tbe seder's offer price for the 50.94* 

The Company PRESENTATION HI 
SOF-KDA BUSINESS CENTRE. OFFER* 


Comoro;.- Pi^^TION RLE r^ui^d for subscription to the offer may be obtained at the Stale Ownership Fund, 
SOF-RDA BUSINESS CENTRE. OFFERS DIVISION of the IntemaiioruJ Relations Deoartmert. Bucure$ti. Stt STAVRQPQLEOS. nrn, nbme 
04411/3 110495; 3123130; 3124231 and fax CH-UI/312IS41. daily between 8.00 and tA.Q0hiy.ai a p rice of 250 USD for foreign citizens or legal 
entities or ROL equivalent at National Bank exchange nuc applicable on the PRESENTATION FILE purchase date for Romanian citizens and 
legal entities. 

'This sum has to he tranderrad in advance to the State Ownership Fund accounts: no. 25 1 1 .0000000242_?fXXXK in USD at the Romanian 
Bank for Foreign Trade (BANCOREX) for foreign insurers, or no. 25 11.001 8. 0000607 in ROL at the Romanian Bank for Development- 
Bucharest Branch (BRD-SMBl for Romanian investors. 

The minimal environmental conditions accepted for DATATIM SA Timiso^a are included in the company PRESENTATION FILE. 


THE PRESENTATION FILE musr hr achieved for the panraparicn and wifi be released on presentation of: 

G a copy of the payment order forth; presematioa fife: 

3 identity card tor passport for foreign citizens/; 

3 centiicate from the bidding company 

In order to participate at the auction, bidden, arc required to present evidence of purring 31 the Seder's disposal a zmramer representim; 3% of tbe 
auction sort value for the request stun: sake as follows: Romanian diizens or legal entities nav s»v cash to tbe Sate Ownership FuikCio account 
no. 251 1 .UU9JBQ9.003 13 a tbe Romanian Bank for Development - Bucharest Branch »BRD-SNffit'fara»diiaTO«fepleraiii«tiw pay cash, 
to the Stare Ownership Fund, id account no. 25I1.00000I30242J.00008 in USD. a: the Romanian flank for Foreign Trade t BANCOREX): 
alternatively the bidders may instruct the bank where they hold their account to release an unc o nd i t io nal bank guarantee valid far 45 days. 

Tbe bidders must submit afl the documents established in tbe PRESENTATION FILE so tbe Stale Ownership Farad address m 
Bucharest, 6-10 Cafe* Gririjei, on the auction day at 12J0 brt. local taae. 

The particrMUan fee is 1500 thousand ROL and wiD be paid at seller's pay gfijec in Bucharest, 21 CA Rosed St, secwrlor wSOF account ito. 
25 1 uiO180u0ON)7 cp^ned ai Romanian &mk for Devctomonl - BucharesS SobsidsBy. Foreign mmrai or legal persons will pay the p3tncipatk» 
fee in cunvtrev. at the previous dyv rate established by the National Bank of Romano, ai tbe pav office or to SOF account no. 


25 1 nO18«XI06G7 epmed ai Romanian Bank for Devckjpmcnl - Bucharest Snbsidiary. Foreign namraS or legal persons wiUpiyttepaftkapoiiai 
fee in currency at the previous dyv rate established by the National Bank of Romano, a: tbe pav office or to SO F account no. 
251 l000000024LWXe for USD. opened at BANCOREX. 

The AiKtkm will be on 16 Marta. 1998, 13JX> he i local timet, at the Stare Ownership Fund xfcfanvm Bucharest. 6-10. Cafes Crivfcei, sector I. 


I t was close to midnight 
when the fax was sent 
oat from, the Malaysia 
hanking group Rashid Hus- 
sain. suggesting it had been 
shocked by an announce- 
ment that Commerce Asset- 
Holding bad called off nego- 
tiations to merge their bank- 
ing operations. 

Just that morning, Rashid 
Hussain said in the state- 
ment. the two companies 
had agreed on the parame- 
ters of such a merger and 
had merely parted ways to 
consult their boards of direc- 
tors. In the interim. Com- 
merce Asset announced the 
deal was off. 

The abrupt retreat pointed 
to the difficulties financial 
institutions are having ful- 
filling government directives 
to merge as part of a rescue 
of those hardest hit by the 
Asian economic downturn. 

Coming on top of projec- 
tions of a drastic rise in bad 
loans, accompanied by a 
severe fall in profits, the 
merger difficulties have con- 
vinced analysts that the 
strain on the country's 
financial institutions will 
intensify in coming months. 

That is why, analysts said. 
Bank Negara Malaysia, the 
central bank, softened Its 
earlier plan to merge the 39 
finance companies and some 
of the 36 commercial b anka 
by March 31. 

Ahmad Mohd Don. Bank 
Negara governor, told a rare 
media briefing yesterday 
that the central bank 
“wishes to clarify" that the 
March 31 deadline is for the 




tiry and agree on their 
merger partners, as well as 
in principle on the terms and 
Conditions - not for final 
agreements. The details may 
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not be worked out for six ; 
months or even a year after 
that date. And no dea dlin e 
has been set for the commer- 
cial banks; 

The depth of . trouble the 
financial institutions are in 
was highlighted several? 
weeks ago, when tbe largest, 
most conservative and best 
respected local institution, 
Malayan Banking, or May- 
bank. announced a 29 per 
cent drop in net profit to 
M$463.5m OJSSl20m) for the. 
six months to December 3L 
1997. Its loan loss and provi- 
sions had more' than doubled 
to MS7iLSm. Its non-per- 
fonning loans, stood at 4^2 
per cent, up from 3.1 per 
eentinJune: 

Despite the results, May- 


-at .i 70 : per cent of gross 
domestic, product - the .high- 
est ratio in south-east Asia - 
she expects : bad loans 
peak late this year or early 
: next, ninmug at’ 6-16 per 
. cent foF stronger ihstitatfons ' 
’ and between io- 2 o. pa tent , 
for those Oja t. have pursued ' 
- more aggressive lending.- ' 

Mr Ahmad sought to paint 
a brighter picture^ He :pnt ! 
. the hystem’s jfon-p^- 1 ;. 
forinfi^l&nsat '6£per cent 1 
In.I^ 

cent Ih -Jhtye, and wonidoniy ■ 

• ‘-say^ titoVworsfcase scenario' - 
wouldpnsfc ttoji to.Vdoiihle- 
MrAtanad’ 
said -th^baikin^ sSatem/s. 
.* .an£. 

coflat^tsB a^a^o£- r Db»I 


grow and the value of cOllat- 
. era] shrinks as the slowdown 
. -puts pressure on assets such 
as property and shares. 
Some economists tire project- 
ing zero economic . growth 
this year. down_from close to 
: ' 8 per cent in 1997. 

Loans to .the . broad prop- 
erty sector accounted for 
28.6 per cent of total loans 
and those granted for- the 
purchase , of shares added .tip 
to 93 per cent of .total out- 
standing loans at the end- of 

\\ last year.- . 

r . - While a recovery in share 
prices would ease, the /pres- 
sure, analysts do not believe 
> it will : begin until! the 
. imp endin g poor earnings 
• and retrenchments, as "well 
*s the. corporate" rostructnr- 
that the downturn is 
expected to yield, are 
v and the merger 
snarl untangled. . . ' ■ - 

Some believe the authori- 
ties may decide to crack 
open tp foreigners - at least 
1 those from the region - the 
v country’s closed door to 
/Enandat ^-mdustry to absorb 
; 'some ^theTroubled tostitu- 
:tions.- Ms Hd said a' coramu- 
^dqufi released by Malaysia 
and ." Singapore yesterday, 
wtaarsta^ 

“eats -intensify iefforfis 
..to-cojj^rate in the areas-of 
' .^nkn^v;!' ahd ' ' - finance’', 

. Ptar^Ruffi^L mans^lng 
'dirccttaf Ihdo^uez W,.!. 

- Carr Swrd^^V said -there 
iiad been areeping Hbei?allsa; 

: t^ SnsDMial sector, 
the!^ authorities allowing 


Liespue me results, may-- perro wwmg, r T ^ 

hank ia the wcIAr’a ™ ..-^^teTS- majori ty 0 WH 6 T- 


“buy-.for Investors, accord- - vj/, W 

tag to. Audrey Ho, head of 

research at Mohaivani 9ttK * ^jroktag 


research at - 

Research. In an Industry figure ls^)!R$y to'deterioraife'' v - - . .. < - - 
burdened by domestic loans as non-performing loans Sheila McNulty 
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FCC starts big wireless auction 



By Mark Suzman 
in Washington 

The US Federal Commun- 
ications Commission is 
today expected to begin its 
largest ever auction of spec- 
trum for new wireless 
licences that can be used for 
everything from phone calls 
to high speed data transmis- 
sion. 

The auction, for the right 
to use a key high frequency 
portion of the spectrum in 
493 telecommunications mar- 
kets around the country, has 
attracted the interest of over 
130 companies and is expec- 
ted to raise as much as $4 bn. 
Companies have already 


deposited $360m in downpay- 
ments for the right to bid. 
The capacity of the band- 
width on offer exceeds that 
currently used by all exist- 
ing wireless services such as 
television, radio and cellular 
phones. 

Spectrum auctions have 
been very successful for the 
f CC over the past few years, 
garnering billions of dollars 
in revenues. However, the 
new auction is the first since 
the agency was embarrassed 
by the failure of the auction 
for the so-called “C-blocK" 
spectrum last year for a new 
form of cellular phone 
licences. 

That auction had been 


structured to encourage 
small and minority owned 
business to bid by offering 
generous financing condi- 
tions. including an instal- 
ment payment plan. How- 
ever many companies vastly 
overbid, proved unable to 
raise necessary finance and 
have since failed to meet 
payment obligations to the 
FCC. 

Several bidders have now 
filed for bankruptcy, forcing 
the FCC to intervene with a 
rescue package that will 
allow the worst affected to 
return all or some of the 
spectrum purchased for 
resale. The agency has also 
revised its auction rules and 


scrapped the instalment pay- 
ment system. 

The Commission is hoping 
that the new auction for 
Local Multipoint Distribu- 
tion Services (LMDS) - a 
technology that allows trans- 
mission of voice, video and 
data at much higher fre- 
quencies than traditionally 
used - will help accelerate 
competition in phone ser- 
vices and other communica- 
tion markets. 

A number of small compa- 
nies have petitioned the FCC 
to delay the auction on the 
grounds that the new roles 
discr imina te in flavour of big- 
ger players with lots of capi- 
tal. but the auction Is expec- 


ted to go ahead on schedule. 
It will take place over the 
internet, and Is likely to last 
several weeks. 

To encourage competition 
the FCC has ruled that 
regional phone and cable 
companies will not be able to 
make bids to offer LMDS ser- 
vices in their home markets. 
Although that restriction' 
was the subject of a legal 
challenge, the US court of 
appeals in Washington last 
week upheld the the FCCs 
decision. 

Although the identity of 
many of the bidders is not 
yet known, among those 
expected to be competing are 
EchoStar, the satellite broad- 


caster, US West and South- 
western Bell the local phone 
providers, and Craig McCaw, 
the media entrepreneur. 
However a number of 
smaller companies are also 
still expected to bid, taking 
advantage of a special dis- 
count offered by the FCC far 
companies with revenues rtf' 
less than $ism annually over 
the past three years. 

The White House has bud- 
geted for aver $2Qbn in auc- 
tion receipts from spectrum 
sales over the next five 
years. In May the FCC plans 
to begin another auction on 
a separate block of spectrum 
before re-auctioning some of 
the C-Block licences. 


Headaches looming on computer software 


By Henry Hamman 
in Miami 

The Introduction of a common 
European currency as the world's 
computer programmers are trying 
to defuse the millennium bomb in 
2000 ranks as “one of the worst 
public policy decisions in history", 
according to a new industry study. 

The time and labour intensive 
efforts to fix the world’s comput- 
ers so they are able recognise 
dates after 1999 is the largest soft- 
ware project undertaken. The con- 


version of financial software to 
accommodate the euro ranks as 
the second largest software project 
of all time. The probable outcome 
of the political decision to tackle 
both projects at the same time 
“may resemble what happened 
when the Titanic met the iceberg", 
according to an analysis by Capers 
Jones, chairman of Software Pro- 
ductivity Research. 

In addition to the risks of driv- 
ing western European economies 
into recession, the demands of the 
two software projects will divert 


the talents of so many European 
software professionals that “the 
European Union will fall far 
behind other geographic regions in 
terms of the ability to build new 
applications and become a major 
software vendor in world mar- 
kets”, the study said. 

The requirement to complete 
both projects simultaneously 
would drive up costs for both, and 
could introduce errors in existing 
programs. 

Moreover, the demands of trying 
to complete the two tasks at the 


same time would delay completion 
even farther. The analysis esti- 
mated EU countries would face a 
bill of more than J179bn for the 
programming associated with two 
projects, with millennium work 
costing about 9941m and the euro 
project about $85bn. EU countries 
could, in addition, face a much 
higher bill for 2000 non-compli- 
ance than other regions because of 
the lag in Tear 2000 work caused 
by the diversion of resources to 
the euro's introduction. 

The study recommended that US 


companies sought government 
backing for a delay In the intro- 
duction of the euro until 2005. 

“The timing of the euro currency 
work is bad enough, to lead to a 
recession in western Europe. 

“However, politicians seem to 
know and care little abotti tedbooi- 
cal problems, so Europe is going to 
have to live with their errors." 

“Rules of Thumb far Year 2000 and 
Eurocurrency Software Repairs. " 
Software Productivity . Research 
Inc., Burlington, Mass. 



It’s easy to find Mihon Keynes: situated on the 
Ml , at the heart of one of the UK's most effective 
communications networks, midway between London 
and Birmingham. CNT, England's largest 
owner of development land, can give 
you access to this strategic location, one of 
the country's most important regional 
business centres. 

However, Milton Keynes is far more than 
this. It also enjoys a truly outstanding 
quality oflife. 

The town is surrounded by 
open countryside and offers a wide 
range of sports and leisure pursuits. 

There is a splendid selection of high- 
quality homes at reasonable prices, and 
excellent shopping and educational 
facilities. As a place to live as well 
as a place to succeed, few towns 
can match what Milton 
Keynes has to offer. 

A superb choice of prime development locations 
and modern office premises is readily available. 

Talk to CNT. We're ready to help you find business 
success here in Milton Kevnes. 


NEWS DIGEST 


an 


US output 
levels off 

US industrial production failed to rise in January for the 
first time in 15 months as unseasonable-arm weather 
led toa 4 per cent drppin utilities use. The Federal 
Reserve report surprised analysts whohad Q ?^ c ? a ? te £ 
ttowmSd effects of El Nifio- which has led to higher 

than ufaial temperatures in the north-east andearly- 

feU-out from the Asian crisis: ; _ 

Man ufacturing increased by only 0.3 percent after 
climbing strongly in the autumn and summer. 

“This is further evidence suggesting the manufacturing 
sector is moderating," said Stan Shipley, senior economist 
at Merrill Lynch. “Furthermore, because more than 25 per 
cent of US production gets exported, the slowdown m the 
world economy will slow demand for US exports and . 
hence production." Economists are still divided over the 
impact on the US of the turmofl in Asia. Manufacturing ~ 

the most vulnerable sector because of through both lower 

exports and increased competition from Asian imports. 

... Nancy Dunne , Washington 

TOBACCO SETTLEMENT 


Panel against immunity 

An independent congressional advisory panel and leading 

public health groups yesterday said they would not 

support any legislative settlement with tobacco 
companies that grants the industry i mm u ni ty from future 
lawsuits. The anno uncement which follows months of 
debate and deliberation over the proposed $368.5bn 
se ttlement negotiated last year, is a serious Wow to 
tob flf™? wwnpariiPS j which have repeatedly said that 
immunity is a key part of any final deal. 

However, a new repent from the committee, which is 
co-chalred by Dr CJEverett Koop, a former 
Surgeon-general, and Dr David Kessler, former head of 
the Food and Drug Administration, concluded that 
immunity provisions were inappropriate. In a joint letter 
with public health groups, the committee urged Congress 
to focus instead on raising tobacco prices and cutting - 
youth smoking. Mark Suzman, Washington 

WHITE HOUSE SCANDAL 


McCurry sees ‘complications’ 

President Bill Clinton's spokesman acknowledged 
yesterday that the fall details of Mr Clinton's relationship 
with Monica Lewinsky, a former White House official may 
prove a “very complicated story": Mike McCurry. the 
White House press secretary, told the Chicago Tribune 
newspaper that the full story would not be an easy one to 
explain tothe American prubhe. 

“Maybe there'll be a simple, innocent explanation.” in 
fhetewmsky matter. “1 don’t think so, because 1 think we 
would have offered that up already.” he said. “We are not 
iti A ■posatidnlo provide a full and complete account, so 
tiie art is to makesure everything we say is truthful and 
ciedfolfcTtto going to end up being a very 
complirad^ stSy, as most human relationships are. 

• Gerard Baker. Washington 

BREAST-PLANTS : 


Dew Corning to lift payout 

Dow Conting.'the TO c^par^ forced into Chapter li 
banltiTiptcyFrotecricra^ of breast Implant 

litigation; yesterday: unveiled a plan to settle all the 


claims agaih& it with a $4Abn pay-out. The company's 
latest proposal earmarks $L4bh for commercial claims 
and J3bn for breast implant claims. This is $640m more 
than the last plan, which was barred by a US bankruptcy 
court judge three months ago on the grounds that it was 
so unlikely to be accepted by claimants that it was hot 
worth pursuing. Jenny Luesby, London 

ONUNE INVESTING 


Rapid growth forecast \ 

Online investing is set to grow rapidly over the next four 
years, with the value of assets managed via the internet 
jumping from $120bn today to over SfflObn by 2003, 
according to a new market research report. The number 
of o nline investing accounts, which now stands at about 
3m, would grow to 14.4m over the same period, said 
Forrester Research. 

More than 50 brokerages now offer online services, 
which are generally much less expensive than traditional 
stock investment methods. Online brokerage services 
h avea b road appeal among young investors who are 
computer-literate. Louise Echos, San Francisco 


v Whether it's a roomy detached period home, a characterful 
•/ ' . amvmimormzkiteadesipiMenergyqflki^ 

• thefris housing to tuff everyone’s needs m Milton Keynes. 


Bahamas plans 
to set up new 
stock exchange 


Fete taum offer sudi a superb choice tf office space; from small suites 
to major company headquarters. These premises, in a aside variety of 
styles are very competiriiady priced: 


Milam Keynes offers a beam .juaJay of hie w a green environment free of 
traffic eongesttor.. Leisure pamoii targe from £ Jf to sailing. 



The courarysuie around Milton Keynes allows you a enjoy the ideal lifestyle 
of an English mOage. 


By Canute James 
in Kingston 

' The Bahamas . is creating a 
' stock, exchange to deal in off- 
shore and domestic listings.' 
mainly the $80bn in mutual , 
funds which’ are registered 
in the country. • 

Domestic trading will be 
encouraged this year with 
the planned privatisation of 
the archipelago's telecom- 
- munlcations and power com- 
panies, in which shares win 
be offered to local institu- 
t tona l and individual inves- 
tors. 

The stock exchange will be 

started- by the end of this 
year, according to W illiam 
; Allen, the finance minister, 
and will replace the small 
but active over-the-counter 
market started 85 'year* 
[ago.--. 

"The regulation far . creat- 
ing the stock, exchange wifi 
. be to. - place by the end of 
March,” he said. . 

i "Than We-Trill establish 


LOCATIONS MADE FOR BUSINESS SUCCESS. 

CNT SELLS LAND FOR THE DEVELOPMENT OF BUSINESS PREMISES IN 19 KEY LOCATIONS THROUGHOUT ENGLAND^ 


ASK ABOUT: ♦ DEVELOPMENT SITES. ♦ FAST-TRACK PLANNING. ♦ CONFIDENTIAL AND COMPREHENSIVE SERVICE. 

IN THE UK CALL 0800 721 721 FOR DETAILS. OUTSIDE THE UK CALL +44 1908 696 300 

e-mail: maAeticgiicct.crg.uk Internee http7/www.cnt org.uk 



>!&- >the tmfeet of starting 
the exchar«e-by,the end of 
this year.’’-' ' -- 
1 T^ exclmn^ J& cbnsid- 
ered.by.tfae .authorities as 
r necessary ,i£.';tha country 
is to- continue as -a signifi- 
cant domicile ^far: mutual 

: ■ : ■-■L- ■: 


are ‘ 

->Tmxeinb(«frg. - 
Irekmfoahft Switzerland. «y . - 
SOme-lfrra^tnre; 'such its ' 


those in Japan, requb 
mal stock e xchange 
.-for mutual funds. Men 
rational funds' in the 
prevented from inves 
unlisted .companies. 

^Having- mutual fUi 
. , istered in the Bahama 
listed on a local 
e xcha nge wm be an o; 
nity to increase the 
added to the local o 
: financial services s> 
said. Julian Francis, 
nor of the central .ba& 

The overthe-cotmte 
ket was capi talised at 
$650m, he said. 

This will be hroughi 
the stock, exchange* a 
privatisation of the te 
munications company 
. next six months wifi 13 

italisation by about Si 

- A . larger increase is 
when the power comp 

divested within a year 

_ ,?, n*ere are prospect 
for the stock exchai 
Skin from pension fui 
between g4oom and 
which, are being foves 
government securities, 
arty and hank deposit 

■ Frauds said. • 
'.Wh ile the governmei 
r^Bdate the stock exd 
it wifi not own it, said 
thy Donaldson, chairq 
iheSecuritieS Board. 
:“We bfiiievfl this is 

■ done by the private s 
and increased In vofvt 
• by the private sector 
d^ectibu in wfaichtfcis 
fry is moving . 
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THE IRAQ CRISIS 




: :- 




US claims ring hollow in Baghdad 




Roula Khalaf 

measures the 
mood of a city 
resigned to attack 

Down the alleys off. Shaijah, 
a Baghdad market dating 
back to Ottoman days, the 
soft smell of spices and plen- 
tiful food lends a false 
of peaceful times. . 

But the traders’ solemn 
faces betray anxiety. Behind 
colourful hags offering 
everything from sugar to 
tomato paste, the traders 
stand idly by. waiting for the 
occasional customer. There’s 
no more panic or stocking 
np on food as in other crises. 
People are used to war. says 
a trader. All there is. is 
uncertainty. ' 

As Iraq’s showdown with 
the US reaches a critical 
stage, the people of Baghdad 


- are pinning their hopes for a 
peaceful end to the crisis 
over access for United 
Nations weapons imgwtnrg 
on Kofi Annan the UN sec- 
retary-general, who. is 
attempting to arrange a deal. 

But, having lived through 
war or sanctions for nearly 
30 years — the eight-year 
conflict- with Iran in the 
1980s, followed by the 
1990-1991 Gulf war, thee the 
United Nations embargo — 
' they face the throat of mili- 
tary strikes with resignation. 
- “We have learned to be' 
ready far war,” says 32-year- 
old All,- who buys and Bon«t 
Iranian-made tomato paste 
in . the market. “We’ve 
known nnthmg but war. so 
there is no moreJfear, we are 
used to seeing wiiggfloo land 
on us and bombs explode." 

“There is an old Iraqi say- 
ing,” adds a public employee 
standing nearby: “You can't 


be afraid of rain when you're 
already wet” 

All's friend, Jassem, two 
weeks ago dutifully heeded 
President Saddam Hussein's 
call for a “jihad" or holy war 
and joined the volunteer 
force to help fight the 
Americans.. He knows he can 
do very 'little with his old, 
battered Kalashnikov in the 
face of the missiles and air 
strikes the US has threat- 
ened to Inflict on Iraq unless 
Mr Saddam allows free 
access to UN inspectors 

charged with dismantling 
Iraq’s weapons of mass 
destruction. But Ali says 
training for war is a spiri- 
tual exercise. - 

At . Baghdad university, 
during the hinch break, 
crowds of students and pro- 
fessors line up mechanically 
to receive military instruc- 
tions. The training, says a 
professor, a strong supporter 


Just how smart is 
western intelligence? 

Jimmy Burns reports on the role of the secret 
services in assessing Iraq’s capabilities 


of Mr Saddam, is in prepara- 
tion for the prospect of a 
break-up of the country. 
Many Iraqis fear that Kurd- 
ish groups in the north and 
Shia dissidents in the south 
might take advantage of the 
war. with US blessing, try to 
unsettle the regime. 

To ordinary Iraqis, how- 
ever, they might feel about 
their government, another 
US-led military campaign 
can only amplify the 
deep-seated suspicion that 
the US has grand designs to 
take over their country. The 
US claim that it has no quar- 
rel with the Iraqi people - 
only with Mr Saddam's 
regime - rings hollow in 
Baghdad. 

For what Iraqis have seen 
in the past seven years is a 
regime that stands Arm and 
gains in strength while the 
cruelty of sanctions falls 
squarely on them. “Those 


they are killing through star- 
vation are our families, our 
children," says Ahmad, who 
is studying Islam. “They said 
the same things during the 
Gulf war. but they killed 
civilians and destroyed our 
infrastructure." 

Although there seems to 
be much confusion in Bagh- 
dad about what the UN 
inspectors are there to do, 
many say Iraq has no weap- 
ons of mass destruction and 
if it did, then it would only 
use them as a deterrent. 
“What have the inspectors 
been doing for seven years?" 
says Mohammed Amin, a 
lawyer. “And why do they 
always pick on us? Why 
aren’t we allowed to have 
chemical and biological 
weapons when Israel has 
nuclear weapons, when it 
lives among Arab states, and 
no one makes an issue of it” 

Back in Sborjah. Haidar, a 


shy. soft-spoken 15-year-old 
spots a foreign reporter and 
approaches to whisper in her 
ear that perhaps Kofi Annan 
will save him and his coun- 
try from US attacks. 
Although Mr Annan has yet 
to announce that he will 
visit Baghdad, that he is con- 
sidering a visit has been 
taken as an assurance in the 
city that he is on his way. 
Many expect to see him as 
early as today. 

While for young Haidar. 
Mr Annan will not only 
avert a war but also lift the 
heavy burden of sanctions, 
some Iraqis are more cyni- 
cal. believing be will be the 
last act in a show put up by 
the US to pretend it wants a 
diplomatic solution. “Kofi 
Annan will just come here to 
show that diplomatic efforts 
have been exhausted,” says 
Daoud. a trader, “and then 
they will strike.” 
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T he US and UK 
build-up of military 
might in the Gulf has 
been deliberately noisy and 
public - a high-profile effort 
to persuade Saddam Hussein 
to back away from confron- 
tation. 

But the success of any mil- 
itary action will depend 
heavily on the unseen efforts 
of the allies' secret intelli- 
gence services: • ■ 

Without accurate identifi- 
cation of targets, a strike 
will be at best a military fail- - 
ure and at worst a propa- 
ganda disaster. Western gov- 
ernments also need to know- 
more about Mr Saddam's 
longer-term intentions- . 

Signals intelligence Is 
more developed and sophisti- ' 
cated than it was in the 
run-up to the Invasion of 
Kuwait in 1990- At least 
three US satellites, an und& 
closed nnmber of high-altj- 
tude U-2 -spy aircraft,- and 
continuing photo-reconnais- 
sance are already providing:, 
pictures of the- potential : 
enemy. • 

This has allowed; both the 
UK and US gove rnments to 
monitor weapons and troop 
movements,' the state of 
Iraqi infrastructure, and 
activity surrounding Sad- 
dam’s palaces - afl 'possible 
targets in the event ofa mili- 


tary strike. 

Both intelligence sources 
and government officials 
insist that much fog been 
learnt from the organisa- 
tional Tn refakoc of thB pact . 
Reforms in the US and the 
UK have improved co-ordina- 
tion between the intelligence 
community and policy mak- 
ers. • • ■•... •. .. .. 

In the immediate after- 
math of the invasion of 
Kuwait in 1990, it was the 
intelligence community that 7 
faced the most severe criti- 
cism. Both the US Central 
Intelligence -Agency and 
MlS. its UK counterpart, 
were hlampri by politicians 
and the western media for 
hot alerting the west to the 
build-up of Iraq's nuclear 
and ballistic missile pro- 
gramme, and for fcrilmg to 
predict Mr Saddam’s inva- 
sion. . 

. Subsequent examination 
of the-, last Gulf war 
suggested \ governments 
should.atan shoulders part if 
the blame, for their failure 
to make proper use of intelli- 
gence -from the region. 

For political and trade rea- 
sons, western governments 
were contributing to Mr Sad- 
dam’s industrial build-up in 
the Z980s. This included the 
foie of “dual-use”, equip- 
ment, with military and 


civilian applications. 

As one former MI6 officer 
recalls: “During the 1980s we 
were constrained by the 
unwillingness of ministers 
and their officials to take 
any risk at all in getting 
intelligence or making use of 
it There was a feeling in the 
foreign office that any intel- 
ligence that might force a 
change of trade policy and 
diplomacy in the region was 
not worth pursuing." 

A decade on, the Clinton 
and Blair administrations 
are responding more readily 
to intelligence warnings that 
continuing and unrestricted 
United Nations inspections 
of Mr Saddam’s nuclear, 
chemical, and biological 
weapon-making capability is 
the only way to curb his mil- 
itary ambitions. “There can- 
not be any serious doubt, 
that, left to his own devices, 
he wQI develop such weap- 
ons. There must be, at the 
minimum, a risk he will use 
tfopk^Tony Blair. the Brit- 
ish. prime minister, said in 
an article in the London 
Observer last Sunday. 

But, as one western 
ambassador with close 
knowledge of the Middle 
East admitted this weekend, 
it is far from clear whether 
the latest intelligence Is suf- 
ficiently detailed to guaran- 
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A US tank on exercise in Kuwait American generals believe they have better intelligence 
than during the Gulf war 


tee success for military 
action. 

Both the CIA and MI6 are 
wary about intelligence 
offered by the Israelis, Iraqi 
opposition figures, or the 
Russians, on the grounds 
that that information is sub- 
jective and politicised and 
may not necessarily serve 
Washington and London’s 
longer-term interests in the 
Middle East. 

But the allies' Intelligence 
is still not entirely reliable. 
Both the CIA and MI6 were 
forced to roll back their 
covert operations in Iraq 
after a disastrous attempt to 
use Iraqi opposition groups 
to topple Mr Saddam in 1996, 
so. as in 1990. there are few 


agents an the ground. 

The paucity of additional 
intelligence on Mr Saddam's 
alleged build-up of weapons 
may explain why the US and 
UK have placed such empba- 
sis on the need to continue 
UN inspections of suspected 
weapons sites. 

US and UK officials admit 
that available intelligence is 
insufficient to say how many 
weapons of mass destruction 
exist, let alone where they 
are. Nor can they match 
materials sold to Iraq with 
those located. 

As one US intelligence 
expert put it “The problem 
with picking your target in 
this "war’ is that some chem- 
icals and bacteriological 


material can be moved much 
easier than nukes, while 
evading detection." 

Mr Saddam's inner circle 
is largely insulated against 
hostile intelligence penetra- 
tion. As a result, intelligence 
services are finding it impos- 
sible - as they did in 1990 - 
to predict Mr Saddam’s 
movements and intentions, 
and to identify likely opposi- 
tion to the regime. 

Any assumption that there 
are generals in Iraq who 
may act against Mr Saddam 
is based more on wishful 
thinking than firm intelli- 
gence, according to George 
Joffe. deputy director of Lon- 
don’s Royal Institute of 
International Affairs. 
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Washington and UK seek to curb Annan 


By Robert Graham in Paris . 
and Laura Silber at the UN 
in New York 

The US and . Britain 
yesterday sought to put dip- 
lomatic constraints on Kofi 
Annan, United Nations sec- 
retary-general, before they 
would agreed to him going 
to Baghdad in an effort to 
break the ' deadlock over 
weapons inspections. 

Ahead of his mission, pos- 
sibly tomorrow, the US fod 
Britain were seeking to give 
Mr Annan “a more precise 


mandate”, said a western 
diplomat. : By . contrast, 
China. France and Russia, 
the other three permanent 
members of the Security 
Council, wanted to allow Mr 
Annan more flexibility in his ' 
eleventh-hour mission to 
avert military strikes. 

France last night put its 
full weight behind an urgent 
mission to Baghdad by Mr 
Annan. But French Presi- 
dent Jacques Chirac also 
made it clear that France 
was losing its patience with 
Iraq. “Time is now running 


out," said a statement com- 
menting on an hour-long 
meeting in Paris between 
President Chirac and 
Mohammed Said al-Sahaf, 
Iraqi foreign minister. 

V In receiving an Iraqi for- 
eign minister for the first 
time since the 1991 Gulf war. 
President Chirac demon- 
strated his faith in the possi- 
bility of a diplomatic solu- 
tion through the offices of 
the UN secretary-general. 
“Today a diplomatic solution 
strictly in accordance with 
the Security Council resolu- 


tions is stfll possible,” said 
the Elys&e. 

French officials said it was 
essential to exhaust all diplo- 
matic channels given the 
enormous dangers of mili- 
tary action and Arab hostil- 
ity to such action. 

“France deems that the 
negotiation paths will not 
have been exhausted as long 
as Mr Kofi Annan has not 
made such a visit (to Bagh- 
dad),” the Elys£e said. 

Significantly, the state- 
ment avoided any reference 
to France's previously high- 


profile opposition to any mil- 
itary action by the US. 
Instead. Mr Chirac warned 
Iraq that France as a Secu- 
rity Council member could 
not tolerate seeing its peace- 
keeping resolutions flouted. 

He also reminded the Iraqi 
foreign minister of the “seri- 
ous risks" if Iraq continued 
to refuse UN inspectors 
admission to Saddam Hus- 
sein’s presidential palace 
sites. In taking such a tough 
line, France underlined that 
a military response looked 
inevitable without some 


climb-down by Baghdad. 

Mr al-Sahaf said Iraq was 
ready to consider measures 
to achieve “a reasonable set- 
tlement". 

Despite slight divisions 
within the Security Council 
on Mr Annan’s mandate, dip- 
lomats said Mr Annan was 
likely to win qualified sup- 
port for his mission. A possi- 
ble deal would allow Secu- 
rity Council diplomats to 
accompany inspectors on 
visits to eight presidential 
sites which Iraq has placed 
off limits. 
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Sunscreens may take 
skin cancer blame 


Jordan set to take 
hard line with Israel 


jvV . '* 

rt 

' "7 


-,-r : . 


p. • 


•gsk ....3.o°° jm-‘ 




By Vanessa Hoidder 
in Phfladefphia 

S uns creens do not prevent 
every type of skin cancer - 
and they may even take 
some blame for the rising 
incidence of melan oma , a 
particularly serious form of 
skin cancer, the American 
Association for the Advance- 
ment of Science was told 
yesterday- 

The use of sunscreens mat 

did not block all the bannftd 
rays in sunlight might be 
partly responsible for the 
steadv annual rise of 5 per 
cent 'in melanoma among 
white people, said Richard 
Setlow. a re searcher onradl- 
ation from the US Oepart- 
ment of Energy s Brook- 
haven National Labtptory- 
The problem with traoi- 
♦icmal sunscreens was that 
STdid not block UVA. a 

JySe Of ultraviolet light 

found in suidight- 
j-atorv. which studied a type 
S fish that lacked 
needed to prevent mem- 
noma. had found that about 
90. per cent of ® 

m eIpoma-causmg effect 

might come from uva 


only 10 per cent from UVB. 

He noted, however, that 
UVB - whicb is blocked by 

sunscreens was the chief 

cause of other skin can eras 
besides melanoma. 

Depletion of the ozone 
layer - which is causing 
damage to humans, animals ' 
and plants - was unlikely: to 
have an effect on melanoma 
rates, because the ozone 
layer only blocked UVB. 

The view that sunscreens 
may not protect users 
against developing mela- 
noma was supported by Mar- 
ianne Berwick, an epidemiol- 
ogist at Memorial Sloan- 
Kettering Cancer Center, a 
privately funded research ■ 

institute. 

She said people sensitive 
to sun developed melanoma, 
a cancer of pigment-produc- 
ing cells, as their skin type 
made them geneticallr sus- 
ceptible- Using a sunscreen 
might make matters “worse 
because it stopped them get- 
ting sunburned and so they 
exposed themselves more to 
the gun than they should. 

Dr Berwick warned 
against giving blanket 
advice to the public about 


wearing sunscreen to protect 

against melanoma. 

The people at the highest 
risk of developing skin can- 
cer were those with numer- 
ous moles, red car blonde hair 
and light coloured eyes. 

Dr Berwick argued against 
the belief that sunburn 

causes melanoma, though 
she viewed it as an impor- 
tant sign of excessive sun 
exposure. She also cast 
doubt on the commonly held 
view that the rise in mela- 
noma incidence is linked to 
people spending more time 
in the sun. Studies showed 
that people were exposing 
themselves to the sun more 
intermittently than in the 
past, which appeared to 
raise their melanoma risk. 

Conversely, continuous 
sun exposure allowed skin to 
thicken and tan, which 
helped against melannma 

The incidence of mela- 
noma has increased by 4-5 
per cent a year among white 
people over the last 50 years. 
This year, the American 
Cancer Association expects 
7.300 deaths from melanoma 
and 1.900 from other skin 


By Judy Dempsey 
in Jerusalem 

Jordan’s cabinet submitted 
its resignation yesterday 
ahead of a reshuffle expected 
l to result in a less concilia- 
tory approach towards 
| Israel. 

Although the tone of rela- 
tions with Israel, with which 
Jordan signed a peace treaty 
in 1994, is set by King Hus- 
sein, Jordanian officials said 
it was time Israel realised 
the peace treaty was “a 
two-way process. It’s the 
least our people expect". 

The treaty, opposed by 
many Jordanians as more 
than 60 per cent of the popu- 
lation are of Palestinian ori- 
gin, was anchored on high 
economic expectations as 
well as a gradual normalisa- 
tion of relations with the 
Jewish state. 

But Jordanian officials 
said that since Benjamin 
Netanyahu was elected 
prime mini ster 19 months 
ago, relations with Israel 
had deteriorated to such an 
extent that King Hussein 
dow publicly criticises what 
they say is Israel's intransi- 


gence towards the peace pro- 
cess. 

“Netanyahu does not seem 
to understand that the Israe- 
li-Palestlnian conflict is 
linked to stability in the 
Middle East. This includes 
Jordan,” said a Jordanian 
minister. 

King Hussein, unlike other 
Arab leaders, went out on a 
limb after Mr Netanyahu's 
election, giving him the ben- 
efit of the doubt in imple- 
menting the Oslo peace 
accords signed between 
Israel and the Palestinians. 

That unequivocal support 
was one of the reasons why 
last March the king removed 
Abdul Karim-al-Kabariti as 
prime minister after his out- 
spoken criticism of Mr 
Netanyahu. 

He was replaced by Abdul 
Salam a] -Mai ali who was 
involved in the peace treaty 
negotiations. 

Shortly after. King Hus- 
sein clamped down on the 
media which had put Jor- 
dan's cautious path to 
democratisation to the test 
by criticising the treaty. 

Even then, the king was 
unable to reap significant 


economic benefits from the 
peace treaty. Under pressure 
from Israel’s industrial lob- 
bies and monopolies. Jordan 
failed to get unhindered 
access to the Palestinian 
markets in the West Bank 
and Gaza. 

“Red tape on both sides is 
also a problem,” said a Jor- 
danian banker. “But Netan- 
yahu keeps making the 
excuse of security, security, 
security while we know 
Israel wants to hold on to its 
annual $2bn captive market 
among the Palestinians." 

But the incident which 
precipitated a shift in Jor- 
dan’s policy towards Israel 
was the botched attempt 
inside Jordan last September 
by the Mossad intelligence 
services to assassinate 
Khalid Meshal, an official 
from Hamas, the Islamic 
Resistance Movement 

“Israel trampled on our 
sovereignty," a Jordian offi- 
cial said. 

Oden Iran, Israel's ambas- 
sador in Amman, was faxed 
from Jerusalem a shortened 
version of the government 
report on the investigation 
of the Meshal affair. 


Take a qualifying flight with Japan Airlines, and we will 
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programme off to this flying start On top Of the mileage 
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Beijing in 
offer on 
services 


By James Kynge in Beijing 

China has agreed on a set of 
principles that will help its 
negotiations on liberalising 
its trade in services, a vital 
step before it can join the 
World Trade Organisation, 

Sir Leon. Brittan. the Euro- 
pean trade commissioner 
said yesterday. 

Sir Leon was careful to 
point out that Beijing had 
not agreed to implement the 
principles, but had merely 
accepted that consideration 
of them would assist its 
negotiations. 

"I hope myself that we 
have succeeded in find* 
ing. . . a signpost which can 
get us out of a long period 
not of stalemate but cer- 
tainly of inadequate prog- 
ress.” Sir Leon said after 
meeting Wu Yi. China’s min- 
ister of foreign trade and 
economic co-operation. 

China's membership of the 
WTO has been held up for 12 
years because it has failed to 
offer to reduce tariffs and 
other obstacles to market 
access sufficiently. 

Discussion on the liberalis- 
ation of services, which 
includes banking and insur- 


&V ' . i-n 





ance. has been among the 
most difficult areas. Agree- 
ing principles that will aid 
negotiations was just one 
step in what promises to be 
a long process. 

Among the principles 
agreed are that China should 

allow companies, including 
those engaged in financial 
services, to decide what type 
of establishment - joint ven- 
ture. subsidiary, branch 
office or other - they wish to 
set up in China. 

Companies should also be 
able to operate throughout 
the country, and be allowed 
to offer a full range of ser- 
vices. China’s legal system 
should be transparent. A 
neutral and sound regula- 
tory regime should be estab- 
lished. Foreign companies 
should not be subject to dif- 
ferent requirements than 
those applied to local com- 
panies. says an EU docu- 
ment listing the principles. 

An official Chinese report 
sounded a less optimistic 
note than tbat struck by Sir 
Leon. Madam Wu was 
quoted as saying that it was 
“unrealistic and unfair” to 
expect China to achieve 
quickly something that 
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Sir Leon Brittan in China yesterday: the agreement offered 
a ‘signpost’ towards ending a long period without progress 


developed countries had 
achieved over 100 to 200 
years. China was opening up 
its financial markets gradu- 
ally. she said. 

On tariff reduction. China 
promised it would submit to 
the WTO a detailed proposal 
by early March, Sir Leon 
said. “It has now been 
agreed that we will get the 
real nitty-gritty in the form 
of a line-by-line offer in 
Geneva by early March," he 
added. 


Turkish telecom Dubai Brussels 
award approved 3*? Jf5 “ 

deal 


China imposes average tar- 
iffs of 1? per cent, having cot 
them from an average 23 per 
cent last October. But this 
average masks the fact that 
some tariffs on important 
items are much higher: it is 
these “peaks" which the EU 
and DS want cut 
Political issues were also 
discussed, with Sir Lean pro- 
posing that an annual EU- 
China summit be held. The 
Chinese have yet to agree to 
this. 


By John Barham fci Ankara 

A Turkish administrative 
court has approved the gov- 
ernment’s award of mobile 
telephone operating licences 
to two companies, a decision 
that could help move the 
country’s stalled privatisa- 
tion programme forward. 

The ruling allows the oper- 
ators of the country’s GSM 
mobile phone networks to 
convert their existing reve- 
nue-sharing agreements with. 
Tfirk Telekom (TT), the 
state-run fixed line tele- 
phone monopoly, into 25- 
year contracts. 

They must each pay $5Q0m 
for the licences but will be 
freed from tight regulatory 
controls. 

The companies will also be 
released from revenue-shar- 
ing a gr e emen ts which enti- 
tled TT to take two-thirds of 
their revenues since the cel- 
lular network was set up in 
1933. In future, the operators 
will transfer IS per cent of 
revenues to TT. 

Turkcell, part-owned by 
Ericsson, the Swedish 
mobile equipment maker, 
holds about 80 per emit of 
the fast growing Turkish 
market Turkcell said last 
year it would invest $60(Kn 
by the end of 1997 to expand 
capacity. It has close to 1m 
subscribers, compared with 
about 250,000 far Its smaller 
rival, Telsim, majority- 
owned by a local group. 


Although the court’s rul- 
ing was expected, it con- 
trasts with decisions in 
which it blocked privatisa- 
tion of state-owned power 
stations and prevented pri- 
vate foreign investment in 
energy projects. 

Last week it annulled the 
operating contracts of eight 
power stations worth 
$i-24bn, arguing that the 
energy ministry was not 
authorised to carry out the 
tender process. 

In a separate decision, the 
government has scrapped 
price controls on oil prod- 
ucts, substantially improv- 
ing its chances of privatising 
its Petrol Offs! chain of -ser- 
vice stations and Tflpra?. the 
state-owned oH refinery that 
controls 87 per cent of Tur- 
key’s refinery capacity. 

TOpra? and a smaller com- 
petitor owned mainly by 
international oil companies 
have suffered heavy losses 
because politicians held 
price increases below the 
rate of inflation and depreci- 
ation of the currency, j 
Tapias had losses of $l47.9m 
in the first nine months of I 
1997. 

Prices now will fluctuate 
in line with international 
markets, improving both 
companies' finances and 
their privatisation prospects. 
The government plans to 
oflbr its 51 per cent stake in 
Petrol Ofisi later this month. 


EU attacks Australian meat inspection plan 


By Gwen Robinson 
in Sydney 

Australia's plan to privatise 
meat inspection services has 
met fresh opposition from 
the European Union, follow- 
ing US objections to tbe plan 
earlier this month. 

EU officials in Canberra 
said yesterday they would 
reject exports of meat 
approved under the proposed 
new system which would 
contravene EU regulations. 

Australia's National Meat 
Association, tbe main indus- 
try lobby, said the decision 
was “surprising" and indi- 


cated it would mount a 
strong campaign to change 
the EU’s stance. 

The Australian plan, 
called Project 2, would 
decentralise the system, 
greatly reducing the govern- 
ment's inspection role, and 
giving companies more 
responsibility for meat 
safety and quality. 

The plan would slash at 
least A$30m (US$20m) from 
meat inspection costs in 
Australia's A$2.5bn meat 
export industry, according to 
government estimates. 

Under the proposed sys- 
tem. companies would 


inspect their own meat 
under the supervision of one 
government-appointed veter- 
inarian and meat inspector 
per abattoir. Currently, 
teams of inspectors from the 
government's Australian 
Quarantine Inspection Ser- 
vice tour export abattoirs. 

The US Food Safety and 
Inspection Service initially 
objected to the plan, calling 
last November for a new 
model with greater govern- 
ment oversight. Last week, 
however, it agreed to 
co-operate in revising and 
testing the system at four US 
export abattoirs in Australia. 


The EU bad not been for- 
mally asked by Australia to 
accept trial exports under 
Project 2. But EU officials 
said they had formulated 
their position after noting 
negotiations between Aus- 
tralia and the US. 

Meat exports under the 
new system would contra- 
vene an EU directive regula- 
ting exports from non-mem- 
ber countries, which 
requires a High level of gov- 
ernment involvement in 
inspections. 

The office of Australia's 
primary industries minister, 
John Anderson, said it had 


not received official notifica- 
tion from the EU, but noted 
a number of EU countries 
had independently expressed 
support for Project 2. Some 
of Australia's largest meat 
export markets had also sig- 
nalled their support. 

The US, meanwhile, yes- 
terday acted to ease trade 
tensions with Australia over 
recent efforts by the US to 
increase its share of Asian 
export markets. Thomas 
Billy, administrator of the 
US Food Safety and Inspec- 
tion Service, told his Austra- 
lian counterparts that the 
US was working on a modi- 


fied proposal oh meat inspec- 
tion which would be accept- 
able to both countries. 

In addition, Australian 
grain industry groups said 
they had received assur- 
ances from the US Depart- 
ment of Agriculture that its 
commodity credit pro- 
grammes for Asia would not 
aim to increase Asian mar- 
ket share at the expense of 
Australia. 

Australia threatened ear- 
lier this month . to take 
action at the World Trade 
Organisation over alleged 
predatory trade practices by 
the US- 


expands 

smelter 

again 

By RoWn Allen In Dubai 

imbai Aluminium (Dubai) is 
to spend Dh2.7bn ($725m) on 
its second smelter expansion 
scheme in three years. 

The project codenamed 
“Condor", will enable Dubai 
to expand smelter capacity 
by 35 per cent to 525,000 
tonnes a year ftpa), making 
it tbe largest in the Gulf 
region. 

The first expansion, which 

increased capacity by move 
than 50 per cent to 
390,000tpa, was only fully 
commissioned in January 
last year. 

Under the Condor pw- 
gramme, Dubai will use 
CD200 reduction cell tech- 
nology, jointly develop ed by 
Dubai engineers and Austra- 
lia's Comal co, to add a sixth 
I potline . to its smelter com- 
plex near tbe Jebel Ali free 
zone, 35kms south of Dubai. 

The ex pansi on is justified, 
say Dubai officials, by indi- 
cations of : strong growth in 
demand for aluminium, 
despite uncertainty in 
Japan, South Korea and 
Taiwan which together take 
more than. 6Q per cent of 
sales. 

Dubai also claims success 
in winning customers in the 
Middle East as well as in 
Europe, despite tbe EU’s 
“discriminatory” 6 per cent 
import tariff. 

Worldwide smelting 
capacity is not expected to i 
keep pace with demand for a I 
secure supply of premium 
products, accorffing to offi- 
cials. Dubai’s exports .are 
between 99.92 per cent and 
99.97 per cent purity. ; 

According to chief execu- 
tive lan Rugeronfc “Dubai’s 
advantages are immediate 
access to reliable -energy 
supplies and superb port 
facilities. Condoris econo- 
mies of scale will also allow 
us to reduce our cash costs?* - 

Dubai last year posted 
record operating profits, 
sales revenues and volumes. 

The company is also seek- 
ing another Gulf state to 
partner a new smelter, cod- 
enamed “Hawk”. • • 


By Michael Skspcnker, 
Aerospace Correspondent 

The European Commission 
has complained to Japan 
that a new aviation agree- 
ment with the US discrimi- 
nates against EU carriers 
yoking slots at Tokyo’s Mar- 
ita airport. 

Tbe Commission {dans to 
increase pressure on Japan 
over the next few months. 
Brussels sent a diplomatic 
demarche to Tokyo two 
weeks ago and has repeated 
its complaints in meetings in 
Tokyo with Japanese offi- 
cials. 

The new US-Japan avia- 
Hi-rn accord, concluded ■ last 
month, removed all, restric- 
tions on three US carriers — 
United Airlines, Northwest 
Airlines and Federal Express 
- allowing them to fly to any 
airport in ' Japan and 
onwards to third countries. 

Other US airlines won tbe 
right to increase flights to 
Japan and All Nippon Air- 
ways was given unrestricted 
access to the US, a right pre- 
viously reserved only for 
Japan Airlines. -The two 
sides have agreed : to try to 
reach a full "open skies" 
agreement within four years. 

The Commission has 
focused its -objections v oa 
indications from Washington 
that US airiines which want 
greater access to Narita fol- 
lowing the accord should 
buy or lease take-off and 
landing' slots from. Federal 
Express. The- Oommissiop 
haa objected that EU airiines 
are excluded from this 
arrangement. 

: The Commission argues 
that tinder International Air 
Transport Association, prac- 
tice, any additional Narita 
slots should be put into a 
pool and distributed to air- 
lines regardless of national- 
ity. “Slots should not have 
flags on them." the Commis- 
sion official said. She added 
that US airlines already bad 
far -more' Narita slots than 
European airlines did. 

The Commission says new 
rights should not be 
restricted to US airlines. 
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McLaren Is one of the wnrtngest 
teams in Formula One history. 

Since 1 966. McLaren has won 
seven Constructor's World Champi- 
onsrtps. nme Driver's World Champi- 
onships and more than 100 Grands 
Nm to rnertion three tndianapt}- 
Bs 500 wins, trie LeMans 24 hew 
endurance race aid foe Gonsecutiw 
Can-Am sports car Sties. 


West McLaren Mercedes 

To win consistently, you haw 
to have trie best That's why we've 
teamed up with ConwdBrAssoo- 
ates," says Ron Demis, Managing 
Directo* for McLaren international. 
"Process^ cur en^ne and race 
ciati ^ficienBy and inteStgentty is 
casaS and CA is hettHng us awaeft 
i! >n an entirely new mmner.' 

Ureter a techrfltogy partnership. 

The West McLaren Mercedes Formula 
One Team and CA are devEfopng an 
mnostrve new solution mat gives the 
racing team’s engineers tbe abifity 
tesaaly assess and analyze the 
Formula car’s performance data. 

Butt amid CA's Unfeemer* 

TNG", tr.e program can monitor the 
tetenvetr/ fiasma the race car 

totheprfs write it's racing. 
Everything from ■hraSte response to 
Prate pressure !o even the G-forces 
everted « a driver. TNG then 
ispJays trie data through it's award- 
arming 3-D. Real World Interface--. 

’i have a favorite saying, ft# s. 
to come in second is to be trie Grat 
titoeioserE’aysRftiDmis. 

‘At McLaren we're ntereded only 
■a vanning and m associate or* 
sslvs s txtiy with winning corrpantes. 

'.VCri Computer Associates and 
McLaren . we have two winring 
companies sharing a common goaf 
m 3 common nartreritop." 
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Balkan Bulgarian Airlines 
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CALL FOR 

EXPRESSIONS OF INTEREST 

TOB, appointed by the Bulgarian Privatisation Agency to manage the privatisation 
ofBaikan Bulgarian Airlines, invites expressions of interest for the purchase of a 
majority of the Company's shares. 

The goal of the privatisation is to find a strategic partner and to raise new capital for the 
airline's future investments. Expressions of interest are invited from established airiines 
and companies with international aviation experience and possibly in conjunction with 
financial investors. 

Expressions of interest should provide information on: 
the qualifications of companies responding 
af the percentage of ownership and investment being sought 
df the participation in company management 
ar the future development of Balkan Air as a national carrier 
nf conditions in respect of the purchase 

An Investment Memorandum can be obtained from TOB for USD 5,000. Due diligence 
visits to the Company can be made upon requesttoTOB and subsequent receipt of written 
confirmation. 


During the privatisation period TOB is authorised to require final bids accompanied by a 
bid bond of USD 1 million. The final bid will be valid for 120 days afterthe closing date yet 
to be announced. A decision will be made within this period. 

The sale will be subjeetto applicable Buigariartlaw. 

Formal expressions of interest should be sent by express coorierih a sealed envelope mariod “BALKAN AlR'to- 

TOB 

Alexanderplatz 6 
D-10100 Berlin 
Germany 

E-mail: TOB_Berlin@compuserve.com Fax: +49 30 24 31 25 90 

TOB in consortium with js acting on behalf Gtfhft Bulgarian Privatisation Agency to sen 

the majority ownership of Balkan Bulgarian Airiines; 
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on capabilities to weather any storm. 


A year buffeted by marker volatility underscored the certainty 
our equity capabilities bring to our clients. Even after the 
October correction stormed out of Asia and swept the world, 
Merrill Lynch completed all 40 of the global equity and equity- 
linked transactions we marketed, raising $S billion from a broad 
array of common stock offerings, IPOs, privatisations, and 
equity-linked transactions, just days after the market dropped 
21% in Budapest, we successfully completed a $1 billion 
worldwide IPO for MATAV, the Hungarian national telecom- 
munications company, the first Eastern European enterprise 
to list on the New York Stock Exchange. Overall in 1 997, we 
ranked as the leading underwriter of worldwide equity and 
equity-linked offerings. A commitment to helping clients 
weather any kind of market conditions makes a difference. 

The difference is Merrill Lynch. 
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Merrill Lynch 

A Tradition of trust. 
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NEWS: UK 


Few voices raised in House of Commons against threat of air r aids on arms plants uk news digest 


Warnings to Iraq win MPs’ support 


By John Kampfnor, 

Chief Political Correspondent 

Britain yesterday told Iraq that 
any retaliation for air strikes with 
chemical or biological weapons 
would lead to a heavy response by 
allied forces. Robin Cook, foreign 
secretary, linked the warning with 
a disclosure that US and UK air 
strikes would be targeted at Iraqi 
Installations containing biological 
and chemical agents - but not 
where the weapons themselves 
were stored. 

Addressing a full House of Com- 
mons debate on the crisis, Mr Cook 
assured MPs the threat of retalia- 


tion by President Saddam Hussein 
was low. "But, as in 1991. he 
should be in no doubt that if he 
were to do so there would be a 
proportionate response." he said. 
Officials later said this did not rule 
out use of nuclear weapons. 

Mr Cook tried to reconcile accu- 
sations of sabre-rattling with his 
m minthn ent to an ethical foreign 
policy by stressing Mr Saddam’s 
violations of human rights within 
Iraq. He said a planned visit to 
Baghdad by KoG Annan, UN secre- 
tary general, would test the organi- 
sation's credibility. 

“If Saddam Hussein were now to 
be permitted to set aside all those 


decisions of the United Nations, 
and if we were to walk away and 
allow him to do so with impunity, 
then there would be no point in 
invoking the power of the UN the 
next time we are confronted by a 
dictator threatening the security of 
his region or the lives of his 
people,” Mr Cook said. 

The irony was not lost on Labour 
party leftwingers. Not many years 
ago Mr Cook would have joined 
them in voting against government 
plans to launch air strikes against 
Iraq. 

Yesterday he staunchly defended 
the US and UK position. “There 
can be no agreement which com- 


promises the ability of Unscom to 
carry out effective inspections 
without restrictions, without time 
limits and without no-go areas. 
That is our bottom line,” Mr Cook 
said. 

Mr Cook, who entered parlia- 
ment on an anti-militarist ticket in 
the 1970s and was pulled into line 
over Labour support in the 1991 
Gulf War. was accused by the 
small band of Labour rebels of war- 
mongering. 

Tony Benn, a former cabinet 
minister, warned MPs that, in vot- 
ing with the government, they 
“will be consciously and deliber- 
ately accepting the responsibility 


‘Fair voting’ 
may become 
Blair weapon 


Electoral imbalance 


for the deaths of innocent people if 
the war begins, as I fear it wfll"- . 

However, with the Conservatives 
and other opposition parties 
pledged to support the government, 
Mr Benn was one of a few tone 
voices of opposition. Ministers 
have been struck by a; lack of sig- 
nificant public disquiet In the UK . 
aboot the possibility of an aerial 
bombardment of Baghdad. ■ 

M enzi es Campbell, for the Lib- 
eral Democrats, said the. crisis 
could have been resolved “long, 
long ago” if Britain and other 
countries had not connived in the 
sale of weapons and components, to 
Iraq. 


. . ••• - »; :.-*i 


T he UK's next parlia- 
mentary election, 
likely to be held in 
2002, may be the first to be 
contested under proportional 
representation. Every 
national election so far has 
been held on a first-past-the- 
post (FPTFi basis. In which 
the party with the largest 
number of seats in the 
House of Commons forms 
the government. 

The Liberal Democrats, 
Britain's pro-European third 
party, hope proportional rep- 
resentation will be intro- 
duced. “This is our best 
opportunity in 70 years to 
see fair votes for elections to 
Westminster," says Paddy 
Ashdown, the party leader. 

The Liberal Democrats, 
the most heavily penalised 
by FPTP - under which the 
candidate with the largest 
number of votes in each dis- 
trict wins its seat in the 
Commons - have tradition- 
ally been PR's strongest 
advocates. 

Disenchanted with win- 
ning more than 25 per cent 
of the vote, but typically tak- 
ing well under 10 per cent of 
the seats at Westminster, the 
party has long campaigned 
for a system under which 
the composition of the legis- 
lature reflects each party’s 
voting share. 

Liberal Democrats are 
delighted that the ruling 
Labour party has in recent 


Switch to PR 
could weaken 
Conservative 
opposition for 
a generation 

years switched from total 
opposition to PR to luke- 
warm interest. 

Neil Kinnock. now Euro- 
pean Union transport com- 
missioner. was the UK 
Labour party leader in 1963 
when he described PR as 
“fundamentally undemo- 
cratic". 

In contrast, Tony Blair, 
the prime minister, while 
said to be personally “imper- 
suaded" of PR's merits, has 
pledged the Labour party to 
a referendum on the issue. 

But the reason for Mr Ash- 
down's current optimism is 
that ministers have lately 
informed senior Liberal 
Democrats that the referen- 
dum can be expected In the 
□ext parliamentary session - 
theoretically in mid 1999. 

Lord Jenkins, once a 
Labour cabinet minister and 
then EU commission presi- 
dent, has been appointed to 
select which of the numer- 
ous PR variants might be 
suitable. He is now a senior 
Liberal Democrat. 

Why should Mr Blair, hav- 
ing just enjoyed an enor- 
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mo us FPTP landslide, now 
be seriously toying with PR 
- a policy which bas been 
debated in the UK ever since 
it was recommended by a 
parliamentary c ommis sion 
just after World War One? 

One reason is that Mr 
Blair inherited the referen- 
dum pledge from the late 
John Smith, the Labour 
leader be replaced in 1994. 
who hims elf had come under 
pressure from influential 
Labour supporters of PR. 

Another motive Is that 
sympathy for PR - a system 
used in much of Europe - 
fits Labour’s aim to be 
“modem and pro-European’' 
compared with the suppos- 
edly parochial Conserva- 
tives. 

More significantly, the 
Labour leadership knows 
that one way to weaken the 
Conservatives is to 


strengthen the Liberal Dem- 
ocrats at the expense of the 
larger opposition party. 

Mr Blair and Mr Ashdown 
have been co-operating on 
many issues since Labour 
took power in May, with 
senior Liberal Democrats 
now sitting on a joint com- 
mittee on constitutional 
reform. The introduction of 
PR is the logical conclusion 
of a centre-left alliance to 
keep the Conservatives out 
of power for a generation. 

While keen to damage the 
Conservatives, Labour will 
accept PR only on its own 
terms, which means it is 
almost certain to reject the 
Libera] Democrats' preferred 
option of the single transfer- 
able vote. 

Labour is loath to under- 
mine the close link between 
voters and constituency 
MPs. The single transferable 


vote, with its multi-member 
constituencies, would in 
effect abolish the link. 

The unspoken preference 
of the prime minister’s office 
is for an Australian-style 
alternative vote system, 
which retains existing con- 
stituencies, bat redistributes 
second-preference votes until 
a candidate emerges with an 
overall majority. 

Liberal Democrat purists - 
along with academic experts 
- argue. against this mecha- 
nism. “AV is absolutely not 
a proportional system,” says 
Joan Davies, who chairs the 
Electoral Reform Society, 
observing that the system, 
foils to allocate seats with 
reference to overall voting 
shares. 

Senior Liberal Democrats 
have prepared the way for a 
compromise, agreeing that 
Lord Jenkins could investi- 


gate, and recommend for 
jnt-) r| ginn in. the referendum, 
any “broadly proportional” 
system. . -.. '-' - 

With one or two excep- 
tions. Conservative MPs 
remain staunchly opposed -to 
PR. Dismissing the 1999 elec- 
tions for the Enropeanm par- 
liament as a "dry run” for 
voting reform in the . UK, Sir 
Brian Mawhinney, shadow 
home secretary, accuses 
Labour of unfairly stacking 
the odds against a Conserva- 
tive revival. The 1999 elec- 
tions are due to be contested 
under PR. i 

“It Is perfectly honourable 
to seek re-election,” he says 
with a wry smile. “It is 
much less honourable if the 
government has to resent, to 
changing the goalpostk lif 
order to make that possible.” ‘ 

. Liam Halligaii 


Record public sector debt repayment unveiled 


FT Reporters in London 

Gordon Brown, chancellor of the 
exchequer, yesterday held out the 
prospect of big increases in health 
and education spending in the lat- 
ter half of the parliament, as he 
unveiled the biggest-ever monthly 
repayment of public sector debt. 

“Our toughness on the public 
flrianwx is toughness for a pur- 
pose. so we can move resources to 
high priority areas," he said in an 
interview with the Financial 
Times. “It is toughness so that we 
can get the long-term and substan- 


tial improvements in health and 
education in particular that we 
want to see." 

Mr Brown faces pressure from 
fellow ministers and Labour back- 
benchers to relax his tough two- 
year constraints on public spend- 
ing. But he was determined not to 
“make the mistake of previous 
Labour governments, which spent 
in the first year or two and then 
had to retrench because of their 
failures in the last few years." He 
added that this had happened in 
1964 and in 1974. “I don’t think 
there is any doubt these govern- 


ments ended in disappointment." 

He and Tony Blair, the prime 
minister, hope their comprehen- 
sive review of government spend- 
ing will yield significant savings. 
Mr Brown said the state health 
service would compete with educa- 
tion for the spoils even though 
schools were flagged as the prior- 
ity in Labour’s election manifesto. 
“A modern health service will 
require . . . increases in its 
resources for its long-term future 
to be safeguarded." 

• The government’s tax revenues 
exceeded its spending by £l0.4bn 


(S16-8bn) in January, the biggest- 
ever public-sector debt repayment 
in a single month. The figure was 
£3bn higher than most City of Lon- 
don predictions, and almost double 
the £5.7bn surplus recorded a year 
earlier. 

The figure was helped by a 
record £19.5bn in receipts from the 
Inland Revenue - Including 
£ll.8bn In income tax, 37 per cent 
up ou January last year. Total tax 
receipts to date are £239. 5bu, a 
year-on-year rise of 7 per cent. The 
next biggest surplus was recorded 
in January 1989, at the peak of the 


last economic cycle, when the 
Exchequer raised a net £6-8bn. 

The government also retains its 
grip on spe n di n g, wiffi . departmen- 
tal expenditure 2 per cent lower in 
January than a year- earlier. Over 
the year to date, core central gov- 
ernment spending is £lbn - G-5 per 
cent down on 1996-97; Analysts 
said the figures showed the gov- 
ernment was an course to under- 
shoot the Treasury’s £9.5bn bor- 
rowing target. But the Treasury 
said public finances wore difficult 
to predict near the end of the 
financial year. . 


SECURITIES & FUTURES COMMISSION (SFC) 


CHAIRMAN 


The Securities and Futures Cotmnissicm fSFC) is the Hong Kong 
Special Administrative Region’s iSAR) regulatory authority for its 
securities and futures markets, overseeing the operation of the Stock and 
Futures Exchanges, their Clearing Houses and market intermediaries. SFC 
is an integral member of the Government's “financial team” responsible for 
preserving and improving Hong Kong's leading position in Asia's financial 
markets with emphasis on world class market integrity, investor protection 
and market development. SFC's central mission includes the promotion of 
user confidence in the efficiency and fairness of the market and the 
promotion of market development especially in relation to capital formation 
for the Mainland, ensuring that full account is taken of Hong Kong's 
economic environment and international standards. 

As Chief Executive Officer, the Chairman has full management 
responsibility for the SFC in the performance of its mission and statutory 
functions. He or she must take a leadership role in anticipating market 
trends while maintaining effective communications and good relationships 
with regulatory agencies, market operators and other relevant authorities 
locally as well as overseas. 

Desired qualifications include a thorough and current understanding 
of Hong Kong's and global financial markets and business environment, 
related regulatory imperatives, demonstrated executive leadership and 
communication skills: and above all. integrity and strategic vision. 

Hong Kong is an international city and the position is open to all 
nationalities who offer appropriate skills and credentials. Knowledge of the 
Chinese language would be an advantage but it is not mandatory. 

Please reply in writing with personal particulars to: 

Mr Raymond C P Tang or Mr Andrew Choa 

Russell Reynolds Associates 

3801 Edinburgh Tower 

Landmark. Central 

Hong Kong 

Fax: (852) 2845 9044 


Big six’ accounting firms 
strike legal liability deal 


By Jim Kelly, 

Accountancy Correspondent 

The UK’s “big six" 
accounting firms have 
fended off a lengthy investi- 
gation by the Office of Fair 
Trading by striking a deal 
with the venture capital 
industry on limits to their 
legal liability for advice on 
failed investment projects. 

In a ground-breaking set- 
tlement. the British Venture 
Capital Association and the 
"big six” have set out guide- 
lines allocating damages on 
a proportional basis and set- 
ting out separate provisions 
for liability caps for small, 
medium and large deals. 

While the accountants 
have given concessions and 
abandoned their attempt to 
introduce a blanket liability 
cap. the venture capitalists 


have recognised the princi- 
ple of agreeing proportional 
liability by contract. 

The agreement will be 
closely watched by the gov- 
ernment to see whether the 
guidelines work in helping 
to restrict the liability of 
accountants. The framework 
could be developed to meet 
concerns in other markets, 
such as audit. 

Martin Gagen. executive 
director of the 3i venture 
capital group and a spokes- 
man for the BVCA. said the 
agreement recognised that 
accountants did suffer from 
the threat of unfair legal 
action when deals went 
wrong but that different 
guidelines were needed for 
different siaes of transaction. 

The row between the two 
sides became heated last 
year when the “big six" were 


accused of - running '■&: “car- 
tel" by effectively, imposing 
a £25m ($42m) cap on liabil- 
ity and introducing the con- 
cept, through contract, of 
apportioning ' damages 
according to the- degree of 
negligence of the parties. 

Accountants have run a 
campaign against the way in . 
which damages are now allo- 
cated under the law of joint 
and several liability. They 
complain that, as a result, 
they can end up paying all 
the damages in a case even 
when they are just one of 
the negligent parties. 

The “big six'? agreement : 

had been submitted to the 
Office of Fair Trading where 
it had been challenged by 
the BVCA. That agreement, 
has now been withdrawn. 
The new guidelines will now 
be lodged with the OFT. 


Legal reprieve 
for Sinn Fein 

««i F«n, political wing of the Irish Republican Army, 
won a reprieve yesterday securing a postponement of a 




aim was to allowlt time to take legal advice. However. 
Sinn Ffein’s case' far staying In the talks received a blow 
when Bertie Ahern, prime minister of the Republic of 
Ireland, said that the Garda, the republic’s police, 
believed republicans “had a case to answer" for two 
racmtkpixigs in Belfast, _ 

The Northern Ireland prison service later confirmed 
that three men charged with the murder of a Protestant 
“loyalist* 1 had been moved to an IRA wing at the Maze 
prison at their own request. No final decision by the Brit- 
ish and Irish governments on the. presence of Sinn Fein 
was expected last nigfrti, as participants went Into a time- 
limited plenary session to debate the issue. . 

•; As Sinn F6m’s ruHiJg executive ‘met In emergency ses- 
sion, Martin MCGumness, file party’s chief negotiator, 
said the party was taking legal advice “as part of our 
determination, to resist in every possible way oar exclu- 
sion from these talks 

Party officials later sought a Judg^ to seek an injunction 
pru wniHng r farther discussion at the Peace talks of moves 
to expel Sinn. FSil . John Mterray Brown, Dublin 

Editorial Ckmnaeni, Page 13 .. 

■ RAILWAY to FRANCE . . 

Policy Upturn on timnel link 

John Prescott, deputy prime minister and chief transport 
minister Js sefctq allow the rail link from London to the 
Channel tunnel to be built in two phases in a policy 
u-turn which WSI anger MPs and business leaders in Lon- 
don and the north. The tunnel joins England to France. 

Mr Presoottis understood .to have accepted arguments 
from Halftrack and others that the link can be saved only 
ffthecheapertsectiOTttfthelifflkmroute^fromthetun- 
nel entrance to a poirft 40km short of London - is com- 
pleted first iTite move'cbiuid ^detey.amsftinctioh of the 
final section of the hfghspeedlmktoSt Pancrasin north 
London by several years, and-would be highly controver- 
sial About 50 MPs have signed aHcraseof Commons 
motion calling fofc the entire ftn& to be completed in one 
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east London, imd^ fear hqp r h y e d^cceM to the tunnel from 
nortbemfkigL^and Scotiand.' >•. / 

Last N<m£mbef/M£ said there was no 

question erf Thndr^wrhd Ctontfnenfol. Railways , the rail 
linV fawfiwnf . Hnft Hria inf- two stages. “Ministers 

would like to see .thede^oimiezd go ahead as: one," one 
said. But the<x®apee aftbe LCRschexne last month has 
forced. Mr Prescott to recanslder, and g overnment officials 
admit that a twostageiink is nervy almost certain . . 


70km woirid be buift. Eurostaf trams would then join 
mrisH ng mmmriter lines, to the terminal at Waterloo, cut- 
ting about 18 minutes ftt*m journeys from Lomlon to Paris 
and Brussels!- George Parker, London 

Lex, Paige If : / 

■ DUTY-FREE SHO'^NG •'/ 

Deputy premier in surprise plea 

John Prescott; the deputy primemimster, yesterday made 
a surprise Intervention in the campaign to retain duty- 
free shopping in Europe after its planned abolition in 
June next year. During aspewdi in Strasbourg oh clima te 
change,. Mr Prescott suddenly put in a plea to the Euro- 
pesm’Uainin^bh to reconsider the decision. He said that 
as afamiOTseaman hie whs concerned about the consqu- 
ehces fdr thie transport industry: , ■ 

But the treasury dismissed the call as irrelevant given 
that all member states had reached a consensus in 1991 on 
abolition. Officials said the issue could only be reopened 
by Mario Monti, the single market commissioner, who has 
ruled out such a move. David Wighton, London 

■ MALAYSIAN CAR GROUP 

Lotas lays off engineering staff 

About 100 engme e ring staff -- 7 per cent of the total work 
force --irei being made redundant by Group Lotus, the 
Bhday!daiH>wned sports car and engineering concern. The 
company last night cited declining engmeering consul- 
tancy business from the economically-troubled Asia- 
Pacific region as the main reason for its action. 

The cat comes some 15 months after Heth el, an English 
company founded by the late Colin Chapman Was bought 
for £52m ($8&84iii)' fry HQCom. the industrial group which 
aisf owns Proton. Malaysia's “national" carmaker. The 
new owner promptly invested some £20m in Improving 
facilities and expa n di n g c ar production, and took on 500 
extra workers in the first half of last year, bringing the 
total to L400. The company said last night that the cut 
was confined to the engineering consultancy side of the 
bu s iness. Production of cars, mainly the Elise two-seater, 
is unaffected, with output running at capacity of 2.500 
cars a year. John Griffiths, London 

■ GM OFFSHOOT • 

Vauxhall to recall 200,000 cars 

The VauxhalL offshoot of General Motors is recalling more 
than 20QJXK5 Vectra cars produced up to July 1997 to rem- 
edy a handbrake-fault The handbrake cable can stretch 
andlose efficiency if subjected to unusually frequent use 
the company said yesterday. Under the recall, the cable 
wfll be replaced free of charge. About a dozen Vectra own- 
ers have reported problems but there have been no cases 
ofinjury, according to Vauxhall The recall is the second 
within two weeks by a big carmaker. Last week, Ford 
announced ft was rec a lling more than- 70.000 Fiestas bant 
between 1995'and 1996 because of brake problems. John 

Griffiths, London 

■ VIDEO DETAILING 

Consumers ‘spent $2.2bn in 1997 ’ 

Coosmners spent £3_3bn ($242bn) on renting or buying 
vtdaos last year, a 3 per cent increase over 1996, the Brit- 
ish video Association repeats today. Sales of videos rose 
by 6.4 per cent to £858m during 1997. and grew by 10 per 
cart in volume terms to 87m units. Independence Davthe 
Hollywood htockbuster. was the best-selling video with 
Ltotol*U£ afLTm. The Video tmmSSSSSSS^i 
In 1996 afta.a penod of decline, suffered" a 3.4 per cent foil 
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Liquidator issues warning on ostrich losses 


By Clay Hams in London 

A three-month delay by the UK 
government's Department of Trade 
and Industry in closing Ostrich 
Fanning Corporation cost investors 
almost £15m ($25m). according to the 
company's liquidator. 

Adrian Stan way of Coopers & 
Lybrand is urging investors in the 
scheme, which "guaranteed" annual 
returns exceeding 30 per cent, to 
seek an investigation by the par- 
liamentary ombudsman of the 


DTI's handling of the case. 
Altogether. OFC took earn from 


OFC at the. appropriate time. 
In his report to OFC investors, the 


Investors before the DTI presented a liquidator supported his allegations, established by 
winding-up petition in March i996 r with details of tteDTIjnyestigatimi, : that ©PC 1996 


\ another company. 
Mr^Stanway said the DTI had 


Mr Stanway has told investors the 
DTI had assembled three months 
earlier "virtually all of the informa- 
tion" it needed to close OFC. 

In a report sent to investors 
this week, Mr Stanway accused Ian 
Lang, then chief industry minister, 
and DTI officials concerned with the 
case or “apparent maladmin- 
istration" for failing to wind up 


advertising 


among me irii s-ieasoas. mr t&ecio-* national newsnan*,™* ” - 

sure was the - “fundamentally -frOm the ™ . mcome 

unsound” nature Of the scheme. _ . ir^vi Sv t JrS ^!L mcre f 5 - 

excessive nrtaaa thmnoVi m rninuw. . AntAil "tiMi UTI 


rawon. yae uii. .nan : jmown oy liabilities reached vmm qw- .L 
December 1395, that .one ^ OFC 

directors, Brian KetChaH^was-facirig way said creditors f 4 *?’ 

disqualification Fxoceedtoge 
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W Hcn;E5! One and^he ss& 
nesota archest^. ;j£g& 
tbelr 13-concert European 
. _ toui " today as parf of lie 
Barbican s Inventing Amferica'festtvaL 
tbe pressure win be bn ffieiii to get 

thBusu ^ Sood reviews, 
Ttus will be the- first European tourin. 
the orchestra's 95-year history, and it is 
“ aggressive step to right the course 
of an ensemble that once seemed 
bound for flrst-tier. status. 

Oue, Hlrdshifnaibom and Lenny 
Bernstein-educated, took over' the 
orchestra three years . ago with a- 
resume full of potential but zero experi- 
ence overseeing a top OS orchestra. 
The MO had recently emerged from a 
severe financial crisis ($i5m deficit in 
I99i> to rebound by 1997. doubling the 
endowment to slightly more than 
SlOOm and generating a surplus of- 
W9.000 on a budget of about Oue 
took on the role of fund-raiser with 
verve, a responsibility that consumes 
as much time from every American 
music director as the more soul-satisfy- 
ing tasks of studying scores, rehearsing 
and giving concerts combined. 

Founded in 1903 as the Minneapolis 
Symphony, the orchestra was directed 
by Eugene Ormandy before he went to 
Philadelphia ana Dimitri Mrtropoulos 
before he ascended to New York in 
1949. The intellectual's violinist, Louis. 
Krasner, was for a time concert-master; 
seemed a golden age. 




Music from America/Pierre Ruhe 


Visceral New World notes 


Not every music director since then 
stirs such dewy-eyed fond memories. 
Antal Doratj and Stanislaw Skrowa- 
czewski (after a 20-year stint, he is now 
conductor . laureate) brought the 
; orchestra " into" the modem era. but all 
the while the dream of joining Chicago 
and Cleveland, similarly industrial and 
midwestem. . among, the first-tier 
shaped furthers way. 

- 'Spirits arid finances steadily dropped. 

. Despite the heady excitement of learn- 
tog the standard repertoire oh the job, 
Neville Marrmer (1979-86) somehow 
managed to blanket the institution 
with dust. Edo de Waart, Due's. imme- 
diate predecessor, lasted a decade and 
reinvigorated the players with his rep- 
ertoire (minimalism .and the Second 
Viennese School as specialities) and 
sense of tradition. But. the audience 
was: antagonised by the modernisation. 
Long-shnmermg difficulties hinder the 
Minnesota's artistic, progress. 

„ Like a New World Bnda arid Pest 
Minneapolis and St Paul, a single geo- 
graphical metropolis separated by the 
Mississippi at its northern reaches. 


retain separate identities and urban 
agendas. Seeking a regional identity, 
the orchestra changed its name in 1968 
from the Minneapolis S.O. (alter the 
city) to the Minnesota Orchestra (after 
the state). It succeeded only in falling 
into a no-man’s land, alienating sup- 
porters. In a polite agreement with the 
St. Paul Chamber Orchestra, the MO 
programmes no chamber music, which 
hampers its (legibility as an ensemble 
and thus its artistic growth. 

For its European tour, luring audi- 
ences with innovative repertoire will 
matter less than projecting the image 
of a hardened virtuosic band. 

Although One. 41, is still developing 
as an interpreter - what I have heard 
revealed surface-level readings of well 
known works - he can generate vis- 
ceral excitement with special attention 
to balance and ensemble precision. 
Oue. whose contract runs through the 
2000-01 season, hopes that excellent 
notices from European critics will 
silence the frequently derogatory hom- 
etown press. 

Two American works are scheduled 


for the Inventing America concert: Bar- 
ber's Symphony No. 1 and a new work 
by Dominick Argenlo, doyen of Ameri- 
can opera composers and the orches- 
tra's new composer laureate. In “Rev- 
erie (Reflections on a Hy mn Tune*", a 
10-minute meditation, which had a 
November premiere in Minn eapolis 
Argento chose the bymn “Ellacombe" 
as a theme because Of its familiar ity 
both in the US and in Europe. He will 
contribute an oratorio for the orches- 
tra's cente nnial in 2003 and plans are 
being made for a recording of Argen- 
to 's music. 

As a measure of good health and 
ambition, the orchestra will embark on 
its first Japanese tour this September, 
where Oue will try to motivate his 
count rymen into appraising him and 
the Minnesota Orchestra, as a worthy 
recipient of their attention. 

★ 

Earlier this month in Chicago, a work 
commissioned by the Chicago Sym- 
phony Orchestra for the end of the 
millennium was given its premiere, 
conducted by Daniel Barenboim. Har- 


rison Birtwistle’s Exody y subtitled 
“23:59:59" - a clock displays the instant 
before midnight - revisits the compos- 
er's fascination with journeys and with 
music as a three-dimensional, sculp- 
tural object. The work's title relates to 
a prolongation of the act of leaving, to 
labyrinths and the search for a way 
out. These are his signposts. 

Yet his music, so admirable for Its 
inevitability and megaiithic presence, 
is above all listenable and might best 
be accepted at face value. Tbking up 

where bis piano concerto, Anttphonies. 
ended, Exody begins at the opposite 
extremes of the orchestra’s register. 
The double basses and an electric 
piano dig at their lowest C while the 
violins echo the glockenspiel with a 
shrill, harmonic C high above. The 
effect is momentary and a bit like find- 
ing a pedestal and capital without a 
column. 

As the shaft slowly materialises, we 
encounter moments of ear-catching 
beauty: graceful oboe and cor anglais 
lines, flutes that twitter now and again 
or trace elegant phrases as lumbering 


banks of sound rise up from the brass. 
On occasion the percussionists are 
asked to read squiggles in the score 
and improvise. 

A pair of saxophones has prominent 
parts. There are gentle oscillations 
from the horns or harps or strings, but 
we realise this only once the moment 
has past. The violins, often subdivided 
for long sequences into as many as 
nine parts, add a heavy layer of 
■■white" noise that partially explains 
why Exody gives an impersonal and 
remote feeling. Pick your analog)' for 
white noise: a steady wind, rushing 
waterfall, trembling earth. 

The Chicago players managed clarity 
throughout amid all the excitement, 
and we finally return to the high and 
low Cs just before the work's end, 
which is three measures of lovely, tele- 
scoped expression for horn, vibraphone 
and harp: just a few compressed notes, 
which fade away. 

At 25- min utes. Exody is perhaps too 
long for its own material, and the 
entire work fundamentally moves 
along at one pace. Barenboim actually 
imparted colour throughout, particu- 
larly amongst the winds. The Chicago 
Symphony performed with amazing 
flexibility, although it sounds more 
internationalised than ever 

Barenboim and the CSO will bring 
Exody to the London Proms this sum- 
mer. 


Opera/Andrew Clark 


Britten at his 
most exciting 


W e. owe it to Welsh 
National Opera for 
establishing, in a 
landmark produc- 
tion 25 years ago. that Billy Budd 
was worth- taking seriously. Now 
we are in WNO’s debt again for 
presenting more thoughtfully 
than ever the ambiguities at (he' 
heart of Britten's troubled mas- 
terpiece. Neil Armfield's sta g in g , 
conducted with stupendous 
power and Jirilliance by Andrew 
Litton, portrays the opera as 
much more than a parable of 
innocence and corruption. With 
Vere at its centre, trapped 
between the poles of good and 
evil, it proposes a murkier 
dilemma, and one that affects -US 
all - the conflict between the jus- 
tice of the law, and the justice of 
the heart When Billy salutes the 
all-powerful ship's captain before 
his execution, he recognises that - 
Vere has chosen the former over 
the latter, and respects him for it ; 
Which of us icould do the : ;same? " ' 
By identifying ■ Claggart’s 
homoerotic thoughts in Act T as ' 
he absorbs the scent of Billy's 
handkerchief, the production 
establishes equally clear Jy, th^ ‘. 
nature of the master-at^arms V r 
destructive power. Yes, he wants ' 
the lusty young lad, but he ' 
knows he/ 'cannot have'' him/ 
because Billy would bring bown 
everything he is »nd stands . for. 
His love for Billy threatens his 
regime of brutal repression - but, 
more importantly, it opens a 
rhink of . vulnerability in his^ feel- - 
ings, - something he cannot coun- 
tenance. That is why the • loye_- 
turns to hate. BiUy Budd is far 
less black-and-white than we like 
to think . 

With a superb cast and ensem- 
ble. this production ranks as ope 
of WNO's finest achievements, 
and adds to the impression that 
Budd is a work to which all com- . 
parties rise with their best efforts. 
By opting for ah abstract setting, \ 
Armfield and his designers. Brian 
Thomson and Carl Friedrich 
Oberle, focus unremittingly oh 
the chara cters and their motives. 
But by giving the officers Napo- 
leonic-era naval uniform, they 
keep the drama anchored in its 
ma ri ti mg /historical context, and 
thereby serve the composer. 

Armfield achieves his effects 
with economy and precision. The 


set consists of nothing more than 
a bare hydraulic platform - a 
double-metaphor, suggesting the 
distinction between ranks and, 
the movement of the sea. It takes' 
some time to adjust to tius.mech-'. 
anistic centrepiece, but the rope-, 
heavtug mimes leave us in no 
doubt about its shipboard signifi- 
cance, and it gives the ratings a 
steeply raked showcase for “Blow 
her away to Bfflo’ , .'-Thls is one of 
several tingling moments in a 
performance which makes you 
wonder - whether there is any- 
thing to camparq with the sound 
of a Welsh male-voice choir. But 
there are just as many rhflHng 
moments', as when the lighting 
designer, Nigel Levings, uses a 
swinging offstage lamp; In the 
execution scene to conjure the . 
image uf Billy's, dangling body. • 

.hJelC'IUflwqn’s. Vere, 

I : haunted by ghosts of 
I . ; his .pqst, is the cruel- . 

: ' hie ‘‘ into' which the 
opera's .moral- confusion flows: 
With ids reedy tenor and digni- 
fied .comportment, Robson gives ■■ 
a performance oj compelling still- 
ness',’ Phillip; EnriVCJaggart offers 
the most: imposing voice - a 
dark, penetrating bass which 
cbmplementshis huge stagepres- 
fcnee. With his ^curly locks and 
chubby, complexion. Christopher 
Maltman . captures Billy's 
unworldly exuberance, singing 
the. contemplative death-song 
with the eloquence of a child. 

: Biit if there was a single dom- 
inating presence at Saturday’s 
first night In Cardiff, it was Lit- . 
ton. Has the score ever sounded 
so violent, so mipressiordstic. so 
kplsshy and Tacy? - Some, may 
judge his reading loud and brash, 
but I , Joyed the dissonances he 
uncovered at Billy's first inter- 
view, I was startled by. the Hag- 
en-like .growls he found atClag- 
gart’s -entry after the Chase. 1 
revelled in the psychedelic col- 
ours he drew from the final 
pages. Litton made the famous 
sequence of triadic chords sound 
as if they were flooding from 
organ pipes; Bernstein would 
have approved. And 1 have a 
sneaking' suspicion Britten -would 
have too. * 

Sponsored by the. Friends of 
WNO. 



Ballet /Clement Crisp 

Homage paid to 
a great ballerina 


Y vette Cbauvirf - La 
Ckauviri Naiionale as 
she has been proudly 
named - is the greatest 
French ballerina of this century. 
Last April she celebrated her 
80th birthday, and last week a 
gala at the Palais Gamier cele- 
brated this fact with tributes, a 
revised staging of Giselle (one of 
her finest roles) and perfor- 
mances of two works which were 
loving choreographic portraits of 
hen Lifer's Istar and Victor Gsov- 
sky's Grand Pas Classique. And 
to close this homage the ultimate 
accolade: a Defile of the entire 
Opera Ballet and School, which is 
as near balletic bliss as makes no 
difference. 

The stage is opened up to the 
farthest recesses of the Foyer de 
la danse (effectively doubling the 
depth of the stage). From this 
chandeliered Elysium, the chil- 
dren appear, breasting a slight 
incline, and then come the artists 
of the ballet, by strict order of 
merit, and of seniority, each 
group led by an etoile. And then 
Mile Cbauvire (the female £toiles 
are always respectfully named 
“Mile" - a tradition 300 years 
old). Beautiful still, borne on 
waves of applause from dancers 
and public, she greeted us. and 
stood as 10 minutes of adoration 
broke and poured round her. I - 
like every right-thinking ballet- 
goer - adored her from the first 
moment 1 saw her. How not to 
succumb to her beauty, her wit. 
her quin (essentially French ele- 
gance. and that authority which 
made every step seem bright, set 
in the music, and potent with 
feeling. She was a great Giselle: 
her first full-length Aurora with 
the Royal Ballet in 1958 remains 
an exemplar of feminine charm, 
exquisite dance, impeccable style. 
She was Lifar’s muse in many 
ballets; everything she danced 
was illuminated by intelligence. 

musical sensibility, and that 
rarest quality - chic. How could 
we not - and the entire French 
balletic establishment seemed 
present in the theatre last week - 
cheer and cheer and cheer. 

It is good to record that the 
evening marked the return of 
Giselle to proper decoration, after 
a witless sojourn in a Breton set- 
ting - so probable for a ballet 
which features a grape harvest. 


AUuair Muir 

Much more than a parable of mnoncence and corruption: Christopher Maltman in WNO's 
splendid new production of ‘Billy Budd* 


The staging, by Patrice Bart, is 
sensibly traditional, and the nov- 
elty of the occasion is the oldest 
thing about it: the restoration of 
the sets and costumes made in 
1924 by Alexandre Benois when 
Giselle returned to the Opera 
stage after 60 years of neglect. 

The designs have been, for the 
most part, pleasingly re-made: 
the scenery is ail it should be, 
albeit some of the Hunting party 
outfits have a madcap air. The 
leading roles were shared for this 
exceptional evening. Elisabeth 
Maurin was an intense peasant 
Giselle, emotions piteously 
shown in her mad-scene. with 
Manuel Legris a noble Albrecht, 
uncomprehending of the tragedy 
he is causing. 


T he wili Giselle was Moni- 
que Loudieres. a being 
compounded or mist and 
compassion, the dance 
like a sustained sigh, and per- 
fectly wonderful. Her Albrecht 
was Laurent Hilaire whose fevers 
of remorse are matched with fer- 
vent technique: a superb partner- 
ship. Also very fine was Wilfiied 
Romo)) as Hilarion: anient and 
devoted in his love, and fiercely 
accusing: a memorably good 
reading. Some slight editing of 
the production may be urged: the 
peasants who first appear are too 
madly gay for their own good, 
and sprightly with it. The Hunt- 
ing party includes some curi- 
ously hatted beings who flounce 
and pout like disaffected beauty 
queens - and that is just among 
the men. But the dancing is 
everywhere admirable, with 
Agnes Letestu a commanding 
Myrtba attended by am impecca- 
ble horde of wilis. 

Istar was very well danced by 
Isabelle Guerin - it is a bit over- 
perfumed as dance, but she 
makes great sense of it. The 
Grand Pas Classique was bril- 
liant! y done by Agnes Letestu 
and Jose Martinez, but on an 
evening such as this it was 
impossible to forget Mile Chau- 
vtre. and the sense that with her 
the dance drew a portrait of 
something vitally, beautifully, 
and eternally French. The even- 
ing honoured this fact, and we 
rejoice that Yvette Chauvirf is 
still with us as an idea) of unique 
artistry and grace. 


InternAtionai : 


■ AMSTERDAM 

OPERA 

Netherlands Opera, Hot 
Muziektheater 

Tel: 31-20-551 8911 
Die Walkure: Jay Wagner. New 
production conducted by 
Hartmut Haenchen in a staging 
by pierce Audi; Feb 18, 2t 

■ BARCELONA 

exhibitions . , - 

Museu Picasso 
Tel: 34-3-319 6310 
Egon Schiele: The Leopold 
Collection. 152 painting and _ 

drawings on loan J? J 968 * 

private collection crf&hietes 

work in the KSoS' this 
dunng the period 190^22*? 
group of works is represent*™ 

. of tJS brief, bold career of the 
Viennese Expressionist and 

innovator; to May 31 


Tat 49-30-2548 8354 
Berlin Philharmonic Orchestra: 
conducted by Sir Simon Rathe 'm 
works by Berio and Mahler Feb 
19 , 20 . 21 , '22 ' . 

OPERA 

Staatsoper unter den Linden 

Tel: 49-30-2035 4555 7 - 
wwwjstaatsoperped'ip.org 
Falstaff: by Verdi. New 
production conducted by Claudio 
Abbado in a staging by Jonathan 
Miller. Ruggero Raimondi sings 
the title role; Feb 18, 21 .. 


■ CHICAGO 

CONCERTS 
Orchestra Hall 

Tel: 1-312-294-3000 ... . 
www.ctiicagosyniphony.org 

• Chicago Symphony 
Orchestra: conducted by Zubin 
Mehta in works by Wagner, 
Hindemith and Brahms. With 
piano soloist Daniel Barenboim; 
Feb 18 

• Chicago Symphony 
Orchestra: conducted by. Daniel 

Barenboim in works by - 
Beethoven; Feb 19 

• Chicago Symphony 
Orchestra: conducted by Zubin 
Mehta in works by Wagner. 

Hindemith and Brahms. With 

piano soloist Daniel Barenboim; 
Feb 20 

exhibitions 

Art Institute Of Chicago 

Tel: 1-312-443 3600 
wwwMrtjc.edu 

Baule: African Art/Westem Eyes_ 
This first ever major museum - 
show of Baule art comprises 

around 125 works ranging from 


. wooden sculptures and masks to 
pottery and furniture; to May 10 

■ EDINBURGH 

EXHIBITIONS 

Scottish National Gallery of 
Modem Art 

Tel: 44-131-624 6200 
William MacTaggart (1903-1 9S1): 
retrospective of the Edinburgh 
modernist Includes around 50 
paintings, watercolours and 
drawings, the majority borrowed 
from private collections and 
seldom exhibited; to May 10 

■ GENEVA 

CONCERTS 
Victoria Hall 
Tel: 41-22-317 0017 
Orchestra de ia Suisse Romande: 
conducted by Fabio Luisi in the 
Swiss premiere of Beat Futreris 
Niiuri, with pianists Mayumi 
Kameda and Jean-Jacques 
Ballet The programme also 
includes works by Debussy and 
Berlioz; Feb 18 

■ HELSINKI 

OPERA 

Finnish National Opera 
Tel: 358-9-4030 2211 

• Come back, Gabriel: world 
premiere of iikka Kuusisto's new 
work based on the true story of a 
confidence trickster who preyed 
on lonely women. Staged by 
Jussi Tapola, with designs by 
Anna Kontak: Feb 1 8, 21 , 23 

• The Magic Flute: by Mozart- 
New production by Swedish 
director Etienne Glaser, designed 
by Peter Tillberg. Conducted by 


Okko Kamu; Feb 20 

■ LISBON 

OPERA 

100 Days Festival, Expo ’98 
Kirov Opera: The Flying 
Dutchman by Wagner Main 
Auditorium, Centro Cultural de 
Belem; Feb 19. 20. 23 

■ LONDON 

CONCERTS 
Barbican Hall 

Tat 44-171-638 8891 
London Symphony Orchestra: 
Mstislav Rostropovich conducts 
a programme of works by 
Shostakovich; Feb 19, 22 

OPERA 

English National Opera, 

London Coliseum 
Tel: 44-171-632 8300 
The Elixir of Love: by Donizetti. 
New production, directed by 
Jude Kelly and designed by 
Robert Jones. The conductor is 
Michael Uoyd; Feb 19, 21 

■ MADRID 

EXHIBITIONS 
Fimdacio *ia Calxa" 

Tel: 34-1-435 4833 
The Photographic Avant-Garde in 
Spain: previously seen in 
Barcelona, this exhibition 
presents a selection of 140 
photographs from the period 
1925-1945; from today until Apr 
12 

Fundactfn Coleccion 
Thyssen-Bomemisza 

Tel: 34-1-420 3944 


The Triumph of Venus: The 
Image of Woman in 1 8th Century 
Venetian Painting. Bringing 
together 80 works which together 
address the evolution of taste 
from the late Baroque period to 
Romanticism. Includes works by 
Tiepolo and concludes with 
Can ova’s Three Graces; ends on 
Sunday 

■ MILAN 

OPERA 

Teatro alia Scats 

Tel: 39-2-88791 
www.lascala.milano.it 
Die Zauberflfite: by Mozart. 
Conducted by Paul Connelly in a 
staging by Roberta De Simone; 
Feb 19 

■ MUNICH 

CONCERTS 
Philharmonic Gasteig 
Tel: 49-89-5481 8181 

• Munich Philharmonic 
Orchestra: conducted by Semyon 
Bychkov in works by Dutifieux, 
Saint-Saens and Tchaikovsky; 

Feb 18 

• Maxim Vengerov: recital by 
the violinist of works by 
Beethoven, Shostakovich, 
Sarasate and Szymanovsky; 

Feb 19 

■ PARIS 

CONCERTS 

Salle Pleyel 

Tel: 33-1-4561 6589 

Orchestra de Paris: conducted 

by Christoph von Dohn&nyi in 

Haydn's Symphony No. 88 and a 

concert performance Of Bartok's 


one-act opera, Bluebeard’s 
Castle. With soprano Cornelia 
Kallisch and bass L&szl6 P6lgar 
Feb 18, 19 

EXHIBITIONS 
Mus6e du Louvre 

Tel: 33-1-4020 5151 
www.touvre.fr 

La Collection Lemme: 17th and 
18th century Italian art Exhibition 
to mark the gift to the Louvre of 
20 paintings and a sculpture. The 
130 paintings on display include 
religious and mythological 
subjects and portraits, produced 
in Rome from the end of the 1 7th 
century; to May 1 1 

OPERA 

Opera National de Paris, Opera 
Bastille 

Tel: 33-1-4473 1300 
Tristan und Isolde: by Wagner. 
New production conducted by 
James Conion in a staging by 
Stein Wlnge, with designs by 
Lennart Mtirk. Cast includes 
Wolfgang Schmidt and Sabine 
Hass; Feb 18. 21 

Opera National de Paris, Palais 
Gamier 

Tel: 33-1-4343 9696 
Cosi Fan Tutte: by Mozart. 
Conducted by Gary Bertinl in a 
staging by Ezio Toffolutti; Feb 18 

■ ROME 

OPERA 

Teatro deD' Opera 
Tel: 39-6-481601 
www.themix.it 

La Favorite: by Donizetti. New 
production by Beni Montresor. 
conducted by Frederic Chaslin; 


Feb 20, 22 

■ STOCKHOLM 

EXHIBITIONS 
Modems Museet 

Tel: 46-8-5195 5200 
www.modemamuseetse 
Wounds: Between Democracy 
and Redemption in 
Contemporary Art The inaugural 
exhibition in the museum's new 
building examines developments 
in the visual arts from the 1960s 
to the present Includes works by 
Andy Warhol, Gerhard Richter 
and Per Kirkeby: to Apr 19 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT; 

06.30: Moneyline with Lou Dobbs 
13.30: Business Asia 
19.30: World Business Today 
22JJ0: World Business Today 
Update 

9 Business/Market Reports: 
05:07; 06:07; 07:07; 08:20; 09:20; 
10.20; 11:20; 11:32; 12:20; 13:20; 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports live from LlFFE as the 
London market opens. 


r 
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COMMENT & ANALYSIS 


Lionel Barber 

Superman search 

Europe's leaders are avoiding an elementary question 
which is who is to head the new European Central Bank 



cnilnique 
Strauss- Kahn 
caxne to town the 
other day. Victor 
Hugo. Montesquieu. Mar- 
garet Thatcher - all the 
great names popped up in 3 
speech enhancing the 
French finance minister's 
reputation as the thinking 
man’s socialist in Europe. 

Mr Strauss -Kahn declared 
that the European Union 
was entering a prolonged 
period of recovery. Inflation 
lay vanquished. Monetary 
union was imminent. Euro- 
peans should restore their 
faith in social and economic 
progress. 

Welcome to the new 
debate on the management 
of the order after economic 
and monetary union. Not- 
withstanding the protests of 
155 German economics pro- 
fessors or the Save-the- 
Pound lobby in Britain, the 
single currency is going 
ahead on January 1. 1999. 
almost certainly with 11 
members, including Italy. 

Before everyone gets car- 
ried away, one elementary 
question remains: who is 
going to head the future 
European Central Bank? 

Nothing has budged since 
last November when Presi- 
dent Jacques Chirac of 
France stunned colleagues 
by nominating Jean-Cl aude 
Trichet. governor of the 
Bank of France. The French 
gambit marked an implicit 
veto of Wim Duisenberg. the 
former Dutch central bank 
governor and head of the 
European Monetary Insti- 
tute. forerunner of the ECB. 
The Dutch, with a habit of 
being also-rans in the race 
for top-class international 
jobs, were left flat-footed. 

Both sides are now dig- 
ging in. Mr Duisenberg did 
not help his cause when he 
seemed to rule out a com- 
promise of a shortened four- 
year term, which would 
pave the way for Mr Tric- 
het. At the Elysee. the latest 
word is that Mr Chirac real- 
ises that it will be tough to 
shoehorn a Frenchman into 
the top job at the start but 


he does not want the Dutch- 
man in office for a min ute 
longer than necessary. 

All this bodes ill for the 
British presidency of the 
EU, which must broker a 
deal on the ECB job by the 
first weekend in May. This 
is the date For the special 
European summit when EU 
leaders formally select the 
founder members of Emu 
and announce the bilateral 
exchange rates intended to 
prevail on January 1. 1999. 

The financial markets 
remain unfazed. They 
should take a harder look. 
The struggle over the ECB 
presidency is more than 
about national pride. It 
raises doubts about the 
effectiveness of a new insti- 
tution whose performance 
will be one factor determin- 
ing whether Emu Is a suc- 
cess or a failure. 

The post of ECB president 
is one of the most presti- 
gious in international bank- 
ing. It is also one of the 
most demanding. The suc- 
cessful candidate will have 
to combine technical bril- 
liance with supreme mana- 
gerial and political skills. 

In addition, the ECB pres- 
ident will be the public face 
of the euro - strong enough 
to speak for the single cur- 
rency zone in international 


forums such as the Group of 
Seven industrialised nations 
but sawv enough to live up 
to Arthur Burns’ dictum 
that the job of a central 
bank governor is to remove 
the booze when the party 
threatens to get out of hand. 

Both Mr Duisenberg and 
Mr Trichet have impeccable 
credentials as hard money 
men. True. Mr Duisenberg 
was the first choice of his 
central hank colleagues, 
including Hans Tietmeyer, 
president of the Bundes- 
bank: but Mr Trichet has so 
Jealously guarded the Bank 
of France's newly minted 
independence that he is 
known as “Hans-Claude 
Trichmeyer”. 

The trouble is both men 
risk becoming sacrificial 
pawns in a bigger game. 
The Dutch coalition faces a 
general election on May 6. 
Ditching Mr Duisenberg 
before the Emu s ummi t on 
May 1-3 would be a vote 
loser. But if Prime Minister 
Wim Kok takes an 
all-or-nothing stand he risks 
being abandoned by Chan- 
cellor Kohl who favours a 
face-saving compromise 
with no winners or losers. 

The French calculations 
are more complicated. Mr 
Trichet's candidacy could be 
an insurance policy against 


last-minute German objec- 
tions to Italian membership 
of Emu; a bargaining chip 
in the horse- trading over 
the vacant post of bead of 
the European Bank for 
Reconstruction and Devel- 
opment. previously a 
French fiefdom; or as an 
instrument to soften Ger- 
man opposition to plans to 
strengthen the Euro-X club 
for members of the single 
currency zone. 

One idea in Paris is to cre- 
ate a permanent Euro-X 
chairman with a two-year 
term who could evolve into 
a political representative of 
the euro zone in a new G3 
comprising Europe, the US 
and Japan - alongside the 
ECB president 

This fits Mr Chirac's view 
of the world. He was furious 
when be learned that cen- 
tral bank governors had 
tried to engineer the succes- 
sion to the ECB in the sum- 
mer of 1996 by appointing 
Mr Duisenberg to the EML 
His nomination of Mr Tric- 
het however tardy, was a 
blow against unelected tech- 
nocrats. It has become a 
matter of principle for Mr 
Chirac that elected leaders 
win have the last word on 
the ECB appointments. 

So what are the chances 
of a deal? The smart money 
is still on a split term 
between the rival candi- 
dates. Air Duisenberg will 
have to signal a w illing ness 
to step aside, most likely 
when he reaches the age of 
67 which happens to coin- 
cide with 2002, the date 
when euro-notes and coins 
circulate in the streets. 

EU leaders are keeping 
their heads down, hoping 
that the lawyers in Brussels 
will come up with the neces- 
sary reassurances that 
everything fits the letter - 
if not the spirit - of the 
Maastricht treaty. 

For all Mr Strauss-Kahn's 
seductive picture of life 
after Emu, we are beading 
for a shoddy compromise 
that sends all the wrong sig- 
nals about the independence 
of the central bank. 
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Debt relief delayed and diluted 


From The Most Reverend 
George Carey. Dr Jonathan 
Sacks. The Mast Reverend 
A fjtmgcnkulu Ndtmgane, 
YuJcimasa Hagitoora and 
others. 

Sir, We write to call on the 
finance ministers of the rich- 
est nations, meeting in Lon- 
don this week, to make a 
commitment to increase debt 
relief for the poorest coun- 
tries by 2000. Substantial 
debt relief will begin to end 
the downward spiral of eco- 
nomic degradation in these 
countries and give hope in 
the new millennium to mil- 
lions of people. 

We are aware that Interna- 
tional financial institutions 


programme of debt relief 
(ffie Heavily Indebted Poor 
Country Initiative}. 

However, we are con- 
cerned by apparent delays in 
implementing this initiative 
and by the dilution of its 
original promise to provide 
the most indebted countries 
with “the possibility of " 
exiting” from severe 
indebtedness. 

The United .Nations Devel- 
opment Programme, in its 

Human Development Report 
of 1997, states that govern- 
ments in Africa alone, 
relieved of their debt repay- 
ments.- couitt use the funds 
to “save the lives of about 
21m children by 2001”. 

We call on fi na nc e minis- 


ters to give hope to the poor- 
est people of Africa and 
other indebted nations, by 
speeding up and incr e asi n g 
debt relief by 2000, as a sig- 
nificant contribution to the 

overall eradication of world 
poverty. 

The Most Reverend George 
Carey. Archbishop of 
Canterbury, Dr Jonathon 
Sacks. Chief Rabbi, The 
Most Reverend Njongonknln 
Ndtmgane, Archbishopof 
Cape Town, YuMmasa 
Hagfwara, UK representa- 
tive of Bissho Koset-Kai, 
Buddhist Order, Japan, 
Jubilee 2000 Coalition, 

PO Box 100, 

London SE1 7RT. UK 


are already implementing a 

Historic amendment highlights abuse 


Cartoon that 
perpetuates 
the prejudice 

From Ms Ana-Pauia Laissy. 

Sir, I very much enjoyed 
Della Bradshaw's article 
. “Getting women on board” 

* February 9), which was 

written in a well-balanced 
and carefully considered 
way. 

All the more saddening, 
therefore, to see the choice 
of accompanying cartoon 
and spent the other 
seven hours just chatting”). 

With the gre a test will in 
the world, and an equally 
forgiving sense of humour, 
this cartoon is impossible to 
excuse, for it perpetuates the 
prejudice against women 
that is so manif est in the 
workplace. 

Changes in society as a 
whole, and the business 


From Mr Brendan 
M. A Hopkins. 

Sir, The all-party amend- 
ment to the competition bill 
in the House of Lords 
is historic in that it brings 
the UK into line with compe- 
tition legislation in the DS, 
Canada and Australia. The 
amendment may not be per- 
fect However, it has brought 
forward debate on an abuse 
prominent in this newspaper 
market and no other. 

News International's pred- 
atory pricing has already 
significantly reduced the 
readership of all daily broad- 


sheets except The Times. - 
Before the tactics we re intro- 
duced in 1993, circulation of 
The Independent, in which 
we are the largest joint 
shareholder, had just over- 
taken that of The Times. 

Independent Newspapers 
operates in seven countries 
around the world and is the 
market leader in four. Only: 
in the UK are below-cost sell- 
ing tactics allowed. . 

The amendment closes a 
loophole in the competition 
bin that allows an undertak- 
ing to tie dominant in one 
market but cany out anti- 


competitive abuse in a sepa- 
rate, unrelated market It 
also ti ghtens the definitions 
of abuse to include enlarged 
restrictions on market . 
behaviour specifically in 
relation to below-cost sell- 
ing. At present it is up to the 
Judgment of the regulators. ... 
We believe predatory activi- 
ties should be outlawed. ^ 

Brendan M. A. Hopkins , : 

manag in g directin'. 
international, 1 v. 

Independent Newspapers, 

1-2 Upper Hatch Sheet, - 
Dublin 2, Ireland; 


world is no exception, will 
only take place when stereo- 
types disappear. Until then, 
women will always face 
problems of discrimination 
in traditionally male- 
dominated environments. 
Outdated and belittling car- 
toons serve only to further 
these already unacceptable 
prejudices. 

Ana-Paula Laissy, 

Women's Information 
Section, - 

Directorate-General X, 
European Commission, 
Brussels 


Arms and jobs: moral gain should not mean economic loss 


From Mr Jo/m Edmonds. 

Mr Bill Morris and 
Mr Ken Cameron. 

Sir, You rightly draw 
attention to Britain and 
France's proposal for a Euro- 
pean Code of Conduct (“EU 
arms code”, February 17)- As 
union leaders with members 
in the defence industry, we 
welcome this initiative, 
which we have urged for 
some time. But we are anx- 
ious that the new proposal 
must be tougher if human 
rights, economic and social 
development and regional 


security are to be truly sale- dependent on the arms jobs that benefit everyone, 

guarded. industry. But the defence A tough code of conduct. 

The loopholes that will sector has been in decline therefore; should not be a 

allow some exports of repress for many years. The ration- case of inoral gain and eco- 

sive equipment to continue ~ alisatibn ofthe European hemic loss. If it is coupled 

must be closed- And arms. defence' Industry means for- with a coherent programme 

exports should be opened up ther jobs are under threat of diversification, jobs as 

to prior parliamentary sera- ‘ What is needed to safe- • well as lives will be saved, 
tiny so that human rights guard jobs ia a wholesale 

Concerns can be raised strategic rethink of Britain’s John Edmonds, 

before licences are agreed. • industrial policy. The oppar^ . general secretary, GMB 

Jobs are often invoked as tunlty of the forthcoming' -BUI Morris, 
an argument against tighter green paper on defence. general secret a ry, TGWU 

controls. Indeed. Britain’s diversification must be . Ken Cameron, 
manufacturing sector - seized to enable our highly general secretary, FBD 

more than that of any Euro- skilled defence-related work- 22-24 Wotple Road, 

pean country - is heavily . . force to nse thrir talents in London SW19 4DD, UK 



HELLENIC TELECOMMUNICATIONS 
ORGANISATION S.A. 

ANNOUNCEMENT 

The Hellenic Telecommunications Organisation (OTE) S.A. hereby 
informs its shareholders that as from Friday. 20 th February 1998 the 
distribution of free shares, provided by the Minister of Finance in 
accordance with his resolution dated 29/1/98 and article 1, para. 1 of 
Law 2374/96, will commence as follows: 

The granting of one (1) free share per ten (10) shares owned, 
provided the shareholder has owned them for at least eighteen (18) 
months since they were first negotiated at the Athens Stock 
Exchange, with an upper limit of one hundred (100) free shares per 
shareholder. 

The relative share certificates may be collected from any branch 
of the National Bank of Greece from which the shareholder 
collected his/her 1996 dividend during the second half of 1997. 

Shareholders can collect their share certificates in person, by 
presenting their identity card, or through a legally authorised 
representative (carrying a signed authorisation with the signature 
endorsed by a police authority or a notarised power of attorney). In 
order to facilitate the procedure, OTE will send a letter to all 
shareholders entitled to free shares which will advise them as to the 
number of free shares they are entitled to, and the bank branch at 
which their share certificates can be found. 

In the event of any difficulty, shareholders can apply to the OTE 
Shareholder Relations Office, 15 Stadiou Street, 105 61 Athens, 
(l lh Floor) and at tel. (301) 324 3520, 324 3549, 324 3523, 324 3678 
and 324 3638. 


The Yeltsin endgame 


I ndonesia is displaying 
some classic features of 
a country facing a suc- 
cession crisis at the 
end of a long period of per- 
sonal rale. With great uncer- 
tainty over what sort of 
regime the country will have 
in five years’, time, many 
people are acting with little 
concern about the country's 
long-term future, destroying 
in a few weeks some of the 
wealth that has taken 
decades to build up. 

That background is useful 
for judging the current con- 
dition of Russia, where Pres- 
ident Boris Yeltsin gave his 
state of the nation address 
yesterday. It too is a country 
in which much depends 
upon the president’s per- 
sonal commitment to market 
reform. It too has seen crony 
capitalism gather round the 
seat of power. But it still has 
the time to avoid a succes- 
sion crisis. 

Raising his fist slightly in 
the air at the high point of 
his speech. Mr Yeltsin fleet- 
ingly shed the bumbling 
incoherence which has char- 
acterised some of his recent 
public appearances. “I will 
no longer repeat myself, if 
the government is not capa- 
ble of resolving these strate- 
gic tasks [getting a realistic 
budget and ending late pay- 
ment of wages L we will have 
a new government.*’ 

After months of apparent 
indifference to economic pol- 
icy and growing disdain for 
the young reformers in his 
cabinet, the Kremlin chief 
swung back towards market 
reforms. 

Coming at a moment when 
the Asian crisis has severely 
undermined western confi- 
dence in the Russian econ- 
omy, Mr Yeltsin's shift could 
well help Russia escape a 
further battering’. While his 
rather vague. 30-minute 
speech will not alone rebuild 
Russia's reputation, it has 
helped vindicate the opti- 
mists' view that, in a real 
crunch, the Russian leader 
can be counted on to support 
continued, radical, market 
transformation. 

“Someone dearly got to 
Boris Nikolayevich [Yeltsin] 
about the financial crisis 
and in tough times he 
almost always picks reforms 
and almost always turns to 
the guy who's helped him in 
the past - Anatoly Chubais," 
says the head of a Russian 
investment bank in Moscow. 

Yet in rising to the defence 
of Russia's fragile capital- 


Russia’s state of the nation 
address raises long-term 
worries, says Chrystia Freeland 


ism, Mr Yeltsin has unwit- 
tingly underscored a less 
apparent, but perhaps more 
worrying, problem: the 
weakness of Russia's politi- 
cal institutions. 

When Mr Yeltsin tri- 
umphed over his co mmunis t 
opponent In the 1996 presi- 
dential ballot ft became con- 
ventional wisdom to declare 
that political issues would 
no longer have much bear- 
ing on Russia's economic 
development Insofar as Rus- 
sia now seems safe from a 
return to the authoritarian 
inefficiency of central plan- 
ning, that is.certainly true. 

But the 1996 elections have 
created a new Achilles heel 
- dependence on the frail 
figure of Mr Yeltsin himself. 
The Asian, turmoil has 
underlined the degree to 
which, especially in a crisis, 
the president is the only 
decision-maker in Russia 
who really counts. 

Thanks to Russia's strong- 
arm constitution, Mr Yeltsin 
enjoys vast political powers, 
including the right to sack 
and nominate his cabinet 
and the authority to rule by 
decree in circumstances not 
precisely spelt out. The pres- 
ident’s legal authority has 
been . enhanced by the weak- 
ness of the two institutions 
which, theoretically, could 
provide a counter-weight 

One of them, the parlia- 
ment, has so little real power 
that the budget process- has 
become little more than an 
elaborate piece of political 
theatre: Although tire gov- 
ernment makes much of Its 
endeavours to ease its bud- 
get through the legislature, 
in practice it has grown 
accustomed to running the 
country according to Its 
own. more austere; financial 
plan. Last year, that 
diverged wildly from the 
approved budget, and this 
year is likely to do so again. 

The cabinet, the other 
institution which might 
shoulder some of Russia's ■ 
political burden. Is weak- 
ened by its own interaictne 
warfare. Thanks to Mr Yelt- 
sin’s divide and rule philoso- 
phy of governance, the Rus- * 
man cabinet is a collection of 
warring clans, rather than a 
united administration. These \ 
rivalries enhance Mr Yelt- 
sin’s authority (for he refer- 


ees the struggles) but they, 
weaken the cabinet’s ability 
to govern. 

At times of historic transi- 
tion -• like Russia’s monu- 
mental shift from commu- 
nism to capitalism - a 
powerful presidency may 
have its advantages. But. as 
Russia slouches towards 
presidential elections sched- 
uled far the year 2000, the 
immaturity of the countiy’s 
fledgling democracy is likely 
to become an ever, greater 
liability. 

This is because, as is the 
habit of strongmen. Mr Yelt- 
sin bas. been slow to estab- 
lish a system for selecting a 
successor. Formally, of 
course, the next Russian 
president wffl'be elected by a 
popular ballot in two years 
time. But the selection of the 
candidates, and especially 
the presidential the candi- 
date of continuity will he 
crucial. Thanks 1 to weak 
political parties and the lack 
of an objective and indepen- 
dent mass -media. - most 
observers and. many politi- 
cians believe the real contest 
for the next Russian ruler 
win be held in the miiiwb of 
the financial and political 
elite. 

Even Mr Yeltsin’s own 
pronouncements on the 
issue are revealing;. The 
Kremlin chief recently set 
the Moscow- rumour-mil! 
agrind with the disclosure ' 
that he had picked a succes- 
sor, as If he, rather than the 
Russian electorate, will ■ 
select the next -president. 
Coyly, Mr Yeltsin would not 
name- the crown prince, say- 
ing only that, “he himself 

Russians best 

hope is that 

^Ibbal market 

forces wiHforce 

its often : 

rapacious new 

masters to choose 

they 

chooseanew tsar 


does not' know it yet” 

“Yeltsin is convinced he 
a Tsar.' says Lilia She 
tsova, a senior associate 
the Carnegie Centre : 
Moscow. “He is convince 
: the society is waiting fi 
him. to name:, a successo 
Meanwhile, each of the pol: 
ical and financial clans 
manoeuvring to place i 
own candidate in the Krei 
, liu." 

Some countries opera 
such a system. For years, t] 
Mexican president ban 1 
picked his successor, wl 
was then elected to offii 
thanks to the enormous b£ 

- toting: power of the nilir 
party. 

But Russia has no sue 
organised ruling party. F< 
it, this arrangement poses 
two-fold threat One is tha 
. as the. succession struggj 
int en s i fies, the gbvernmei 
will disintegrate into its coj 
stitueni rival clans. Weal 
ened by his own impendir 
departure, Mr Yeltsin ma 
lose the ability which, a 
president, he uniquely p© 
sesses to step in and ste* 
the country during a crisis. 

The other danger is tin 
this jockeying may well 1 
ill-suited .to chose the bef 
leader for Russia. The weal 
ness of all outsiders, and 
personal taste for powei 
might tempt Mr Yeltsin t 
. stay for a third tehn, raisin 
the uncomfortable memorie 
of a. Russia ruled from th 
nursing home, as during th 
test years of Leonid Brezne 
and his geriatric successors 
. An equally 

unsavour 
prospect is the possibility 

- that the next president wii 
be the creature of the coteri 
of financiers and . industrial 
ists who elevated him lads 
ing - Mr Yeltsin's rathe 
.broader vision. 

Russia's best hope is tha 
the globed markets to wfaid 
Mr Yeltsin has exposed tin 
country will force its oftei 
rapacious, new masters ti 
choose wisely when fliei 
select a new tsar. 

The invisible . hand • haj 
already shown its in fl uen ce 
in Moscow, forcing Mr Yeh 
sin over the. past' lb days ti 
steer a more market-orientec 
course and bolster his weak 
cned reformers. Over : tin 
next six -inouthk' they wii 
have to work ferociously 
otherwise ' Russia's -flpdg Kh g 
market institutions- may not 
prove strong enough fo .bd 
star its even weakerdemoo 
racy. .. „• . 







In iiia state of the nation 
address delivered in parliament 
yesterday. President Boris Y&t- 
sin called Tor noticeable eco- 
nomic growth in Russia this 
year. ■ Both he and his country- 
men have been waiting for just 
that since before the collapse of 
the Soviet Union. Once again, 
they are likely to be disap- 
pointed. The aftershocks of the 
east Asian crisis bear some of 
the blame. Bat Mr Y eltsi n needs 
to be told that the chief culprit 
for the failure In achieve growth 
is none Other than Mm golf 
As the president noted, infla- 
tion has been brought under 
control .and the rouble stabi- 
lised. But on admittedly imper- 
fect statistics, output shrank 
until- last year, when a very 
modest expansion was at last 
achieved. At one point, 19B8 was 
expected to be far better than 
1997. But now growth is widely 
expected to be much the same, 
at about l per cent 
One explanation fen* the disap- 
pointment is the east Asian cri- 
sis, which has hit Russia -hard. ' 
In an effort to sustain the rou- 
ble exchange rate, the centre- 
piece of the stabilisation, the 
Russian Central Bank raised its 
refinance -rate to 42 per cent, 
before its recent reduction to 39 
per cent With a real rate of 
interest of about 30 per cent, 
Russia is a paradise for rentiers; 
not risk-taking entrepreneurs. 
Moreover, the loss of confidence 
in emerging markets has also 


hit share prices. Last year the 
stock market was -among- the 
world’s best performers. But 
share prides 'have fallen by 
nearly half since early October, 

' as foreign capital has fled. 

Yet these adverse external 
developments have hurt Russia 
so much only because it had not 
put in place the for sus- 
tained economic growth: tax col- 
: lection remains poor, the state 
weak, officials corrupt and cor- 
porate governance grossly 
exploitative. Yet perhaps more 
important is simply a lack of 
confidence in the economy. 

For this the president's behav- 
iour bears much responsibility. 
He demands results from his 
ministers that his own inconsis- 
tency m a k es impossible to 
deliver. Nobody supposed coher- 
ent Russian reform would be 
easy. But when the ruler Is inca- 
pable of supporting any group 
of reformers whole-heartedly for 
more than a few months, it is 
nigh-on inconceivable. 

In his address, President Yelt- 
sin. Insisted he would fire minis- 
ters who failed' to secure 
growth. If so, he should, in jus- 
tice, consider firing himself, 
since his anfliami intrigues are 
what makes It so difficult for 
any group of ministers to suc- 
ceed. His subordinates cannot 
tell him this. Maybe, Michel 
Camdessus, the managing direc- 
tor of the. International Mane- . 
tary Fund, who is visiting j 
Moscow, will dare to do so. 


IMF director 


1990 91 92 

Source MF Ti m wr‘ « Ba n na* 


Richard Gephardt, US House of Representatives minority leader 


Ulster woes 


The suspension of Sinn Fein 
from the political talks on the 
future or Northern Ireland 
seems inevitable. Whether it 
will signal the end of the pres- 
ent search for an miclasive set - 
tlement in the province depends 
on the response of the IRA.- 

For all the. protestations of 
Gerry Adams, the Sinn F6in 
president, the IRA was responsi- 
ble for two recent murders in 
Belfast Tbose_ killing5“drancai- 
strably broke"tHe requirement 
for participants in the talks to 
eschew violence. In- spite of his - 
public disavowals, Mr Adams is 
regarded in both London and 
Dublin as a pivotal figure in the 
IRA’s military command. The 
links between Sinn Fein and the 
ORA are inextricable. 

The British and Irish govern- 
ments are thus obliged to con- 
clude that Sinn Fein’s suspen- 
sion is vital to protect the 
democratic integrity of - the 
talks. But as with the loyalist 
Ulster Democratic party, which 
will soon return to the negotia- 
ting table after a month-long 
exile, they will allow Mr Adams ■ 
to seek early re-admission if the 
IRA maintains its ceasefire. 

It would be naive, however, to 
believe that the integrity of the 
talks was uppermost in the 
minds of the two governments. . 
The Mitchell principles of non- 
violence and democracy pro- ■ 
vided an essential framework 
through which the representa- 
tives of Northern Ireland's ter- 
rorist organisations could be 
admitted to political talks. But 


rigid application of those princi- 
ples has long since given way to 
iealpdhtik. 

. AS Mb Mowlam, the Northern 
Ireland secretary, has admitted, 
the moral, imp erati v e of enforc- i 
tag the- rules has collided with 1 
the political necessity to keep 
all the parties at the negotiating 
table. It is a reasonable bet that 
the impending suspension of 
Stan FSm has as much to do 
with, "persuading the ' Ulster 
unionist leaders to stay in the 
talks as with upholding the let- 
ter of the Mitchell principles. 

This is dangerous pound for 
the two governments. The line 
between between practical, and 

well- manning ; p o li t ics -and the 

appeasement of terrorists has 
been badly blurred. There 
coznes a Tmvrn^nt when principle . 
must be put before pragmatism. 

: For the immediate future, 
however, the future of the peace 
process lies with the republi- 
cans. If last week’s murders rep- 
resented an isolated Incident, 
unauthorised by. the leadership, 
the Sinn Ffein/IRA ceasefire 
should hold during the period of 
its exclusion. All-party talks 
could then resume next month. 

It is also possible, though, 
that the killings were part of a 
deliberate attempt to destabilise 
the negotiations and to provide 
an excuse for republicans to 
blame the British government 
for a resumption of full-scale 
terrorism. It is now for Mr 
Adams and his fellow leaders in 
Sinn F6in/IRA to prove other- 
wise. 


Help Algerians 


Last week's visit to Algeria by a 
delegation from the European 
parliament was if any thin g even 
less productive than last 
month’s by the troika of junior 
ministers from European gov- 
ernments. Andrfe Soulier, who 
led the delegation, plumbed new 
depths when he publicly tore 
up. without opening it. an invi- 
tation to meet Islamis t leaders, 
pv piaining that he had to stick 
to a schedule of meetings 
agreed in advance with the 
Algerian government 
Clearly the EU has no idea 
how to help end the civil war in 
Algeria, and indeed there is 
probably little if anything it can 
do at this stage, beyond regret- 
ting that it did not do more to 
help the reformist government 
of Mouloud Hamrouche before 
1991, and more to condemn the 
army’s interruption of the dem- 
ocratic process in January 1992. 
Even If economic . sanctions 
were now contemplated, they 
would have little effect on an 
Algerian government which, 
after rescheduling its debts and 
netting the proceeds of high oil 
and gas prices in the last two or 
three years, is sitting on a very 
comfortable cushion of foreign 
exchange reserves. Even an 
offer of humanitarian aid tothe 
victims of massacres was loftily 
rejected last month- 
Since it is so well off, the gov- 
ernment itself should certainly 
be doing more to alleviate the 
misery in. which much of the 


population now lives, especially 
those who have fled the coun- 
tryside into Insalubrious shan- 
tytowns on the outskirts of the 
main cities. The regulations 
announced on Monday, giving 
local authorities the power to 
allocate state-subsidised hous- 
ing, will do little except create 
new opportunities for corrup- 
tion. The problem is not so 
much who gets the housing but 
that there is far too little of it, 
as also of many other, goods. 

As for Europe, its concern for 
the welfare of Algerians . will 
seem insincere so long as it 
makes it virtually impossible 
for them to get the “Schengen 
visas" which they now need to 
enter most EU countries. Worse, j 
several member states includi n g 
France are still sending back 
crtmp of those who have by hook 
or croak managed to escape , the 
slaughter. And even those who 
are allowed to . stay in Europe 
are often living in precarious 
and destitute circumstances. 

Many of these are young edu- 
cated people who represent the 
best long-term hope for their 
country. The EU should help 
them to complete their first 
degrees or, as appropriate, to 
acquire a specialisation and the 
language skills needed to make 
use of it Europe may not be 
able to do much about the mis- 
ery of Algeria now. At- least it 
can do something to keep open 
the possibility of a better 
Algeria tomorrow. ■ 


Battle for the Fund 

Nancy Dunne says that the congressional debate over the IMF 
raises worries about the international role of the US 

T he In ternational Mon- could have knock-on effects in scription of higher taxes and think-tanks, such as the Cato that the conditions imposed 
etary Fund is f ig htin g unexpected areas such as in Bos- higher interest rates is a proper Institute and the Heritage Foun- the IMF will force Asian gove 
on many fronts. In nia from which the isolationists cure for what ails these failin g dation, also oppose increased IMF ments to promote competit 
Indonesia it Is want to pull US peacekeeping Asian economies'*. Unless the quotas. and open their markets 

embroiled in argu- troops. IMF “onens its awn ledgers to Most of the 203 Democrats do imriorts. 


T he International Mon- 
etary Fund is fi ghting 
on many fronts. In 
Indonesia it Is 
embroiled in argu- 
ments with President Suharto 
over his . plans to fix the value of 
the rupiah by a currency board. 
In the academic debate, the Fund 
is arguing with various eminent 
professors, including Jeffrey 
Sachs and Martin Feldsteta, over 
the desirability of the economic 
policies it has imposed on Asian 
countries as a condition of bail- 
out loans. - 

Those arguments have been 
tough enough. But the battle that 
will be most important for the 
Fund's long-term future is the 
one it is now fighting on Capitol 
Bin, Here it is seeking to per- 
suade Congress to back a pro- 
posed 45 per cent increase in its 
resources from $200bn to $290bn. 
Together with a request for 
money for an emergency IMF 
fund, the US is being asked to 
stump UP $T7-5bn. 

The US is at the centre of the 
battle only partly because it is 
the largest .single contributor to . 
the' IMF. its i75 per cent quota is 
outweighed by the combined con- 
tribution of European Union 
member states. The US is crucial, 
rather, because it is the only G7 
country in which legislative 
opposition could derail the quota 
Increase. More important still, 
the battle over the IMF is part of 
a wider war over the fixture of US 
international commitments. 

Congressional opposition to the 
increase comes largely from 
Republicans with a few Demo- 
cratic allies. Late last year. Con- 
gress defeated President Bill Clin- 
ton's demand for test-track trade 
negotiating authority. In doing 
so, it revealed its power to over- 
rule the administration's commit- 
ment to international engage- 
ment. Bipartisan support for 
internationalism helped create 
the post-war global institutions 
(such as the IMF) and has more 
or less underpinned the interna- 
ti onal economic order ever since. 

Another defeat fra: the adminis- 
tration, this time over the IMF, 
could damage US support for the 
internationalist agenda. A defeat 


could have knock-on effects in 
unexpected areas such as in Bos- 
nia from which the isolationists 
want to pull US peacekeeping 
troops. 

In the event that the US bomb- 
ing campaign against Saddam 
Hussein goes ahead and goes 
wrong (hardly an unthinkable 
proposition), the congressional 
battle over IMF funding could 
become the last ditch in which 
US internationalists end up fight- 
tag. So which way is the battle 
likely to go? 

On the face of it. the opponents 
of the Fund seem better placed to 
win. Anything that looks like for- 
eign aid - even though the IMF 
quota is not - is widely unpopu- 
lar. Furthermore, it is a congres- 
sional election year, which may 
make congressmen reluctant to 
stick their neck out on the IMF's 
behalf! 

On the other hand, however, 
Mr Clinton is strongly supporting 
the increase and has emerged 
from the Lewstasky affair with 
his popularity enhanced. Few 
congressmen will want to be 
blamed for failing to support the 
president if the Asia crisis wors- 
ens, especially if it then spread to 
the US. 

“Every member of the Con- 
gress is sticking his finger in the 
air to test the political winds," 
says Dean Kleckner, president of 
the Farm Bureau, who is lobby- 
ing in Congress for the funding. 
Even before the request for extra 
f undin g the argument that the 
Fund plays a vital role in encour- 
aging governments of emerging 
economies to adopt the “right" 
market-oriented policies was 
beginning to wear thin. Many 
congressmen, as well as an 
increasing number of economists, 
do not like the IMF’s medicine 
for sick economies, believing that 
tighter monetary policies, higher 
taxes, and- lower government 
spending savaged the middle 
class and the poor in Latin Amer- 
ica, and are less appropriate still 
in Asia. 

Senator Jesse Helms, chairman 
of the Senate Foreign Relations 
committee, believes it will be “an 
uphill battle" persuading Con- 
gress that “the IMF's deadly pre- 


scription of higher taxes and 
higher interest rates is a proper 
cure for what ails these failin g 
Aslan economies". Unless the 
IMF "opens its own ledgers to 
congressional review", he says, T 
for one will oppose giving it one 
more penny". 

Among the 227 House Republi- 
cans, many believe that the 
Fund's raison d'etre - to provide 
short-term balance of payments 
assistance - represents unwar- 
ranted meddling in the market- 
place. In this view, the Fund 
should cease to exist, although 
not before repaying the US its 
past contributions. 

Libertarian Republicans, who 
argue that market will eventually 
fix everything, have gained influ- 
ence among new members. About 
two-thirds of the Republican cau- 
cus has come around to the liber- 
tarian view. Bradley Jansen, an 
aide to Ron Paul, a libertarian 
congressman, believes the admin- 
istration wants the quota 
increase for future bailouts, spe- 
cifically for Russia and Brazil. 
Republicans, he says, want to 
send a message that new finan- 
cial rescues will not he accept- 
able. 

Their case found surprising 
support from three august mem- 
bers of the economic and foreign 
policy establishment: George 
Schultz, former secretary of 
state, William Simon, former 
treasury secretary, and Walter 
Wrist on, former chairman of Citi- 
corp/Citibank. They came out 
against the legislation, saying the 
current bailouts must be the 
IMF's last. 

The position of some House 
Republicans is more uncertain. 
Newt Gingrich, House speaker, 
has been uncharacteristically 
silent, and Richard Armey, 
House majority leader, has done 
little more than “welcome" 
debate. Mr Gingrich, who has 
supported the IMF in the past, is 
apparently being “educated" by 
the think-tanks that oppose the 
legislation. Lining up on the anti- 
IMF side of the debate are protec- 
tionist groups such as the US 
Business and industrial Council, 
whose member companies fear 
rising imports. Conservative 


think-tanks, such as the Cato 
Institute and the Heritage Foun- 
dation, also oppose increased IMF 
quotas. 

Most of the 203 Democrats do 
not want to scrap the IMF, but 
believe the time is ripe to 
demand reform of the institution. 
This would be aimed at making it 
more transparent and more com- 
mitted to promoting domestic, 
rather than export -led, growth. 
They want it to support core 
labour and environmental stan- 
dards and help build middle clas- 
ses with sufficient purchasing 
power to buy consumer goods 
from the industrialised countries. 

Given the number of congress- 
men who believe the IMF must 
be reformed or scrapped, opposi- 
tion to its request for more fund- 
ing was inevitable. This began to 
build over the winter break, as it 
became clear that the administra- 
tion would seek swift approval of 
$3.4bn for the IMF's emergency 
fund (New Arrangements to Bor- 
row) and S14L5bn as the US's 
share of a S90bn quota increase. 


B ut unlike the fast- 
track debate, when 
left wing Democrats 
helped defeat the 
president, this time 
round there is a crucial differ- 
ence. Richard Gephardt, the Dem- 
ocrat House leader who led the 
winning fight against fast-track 
last year, has thrown his weight 
behind the administration- Mr 
Gephardt says he is confident a 
majority of Democrats will sup- 
port a “reformed" IMF. 

Exporters and farm lobbyists, 
who are already feeling the pain 
of lost business in Asia, are also 
backing the IMF. They fear that 
without the Fund, their fastest- 
growing market is in greater dan- 
ger of collapsing. US beef exports 
and products for fast-food outlets 
are already being reduced. 

The administration has tried to 
galvanise such support by mov- 
ing into "crisis mode". It has 
pushed for swift action aud 
warned that prolonged taste bility 
in Asia and contagion could 
badly damage the US economy, 
the financial markets, and even 
national security. It has argued 
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subsidised tea' is a small price to 
pay for a doted market 


Yawn for Europe 

■. Wim Buisen berg, lugubrious 
Dutch heed of the European 
Monetary Institute, has revealed 
a secret weapon in his battle to - 
fend off JeanrClaude Trichet’s 1 . . ; 

sneak bid for the" presidency of 
the new European Central Bank: 

, mlndrnumhtag boredom. 

Pmsenberg was billed to speak 
for 12 minutes at a City of '■ 
London banquet He promised • 
“the dullest speech imaginable" 
and was as good as his word; 
delivering 35 minutes of distilled 
monetary tediimi- Maybe he's : 
-decided that ecctement is the 
last thing Europe will need after 
monetary union. 


Meishi business 

M Exchanging business cards — 
meishi - has lon g been a solemn 
tradition »mnng Japanese 
administrators and executives. 
Those meishi might now prove 
some bureaucrats' updoing. 

Last month* two Ministry. of 
Finance officials were accused of 
being entertained by banking 

contacts at a no-part skabu-shatm . 
■ - a restaurant with, mirrored 
floors where the waitresses wear 
- short skirtsf and so knickers. 

Yesterday, Japanese papers 
claimed that, with the 


thoroughness typical of 
Japanese companies, one busy 
no-pan shabu-shabu had kept full 
records - 13.000 cheats' names 
an a computer disk. Prosecutors 
are trying to crack the disk’s 
code, though they say some MoF 
names may have been erased. 

They may not have to rely on 
high-tech detective work. The 
local press says the restaurant 
also kept all the meishi it 
c»Dficted from; clients over the 
years, and that they include 
some embarrassing nanma from 
other ministries - the MoF may 
soon be blushing In 
distinguished company. More 
discretion in distributing meishi 
must be on the cards. 


Chinese whispers 

■ The British flag no longer 
flutters over Victoria harbour 
and the governor’s mansion lies 
empty, but eight months after 
British colonial role ended in 
Hong Kong, the Prince of Wales 
barracks lives on. 

Observer hems an the highest 
authority of an intriguing 
. explanation of why the name of 
title territory's main military 
base, now occupied by the 
People's Liberation Army, has 
not been changed to something 
less colonial 

Before their departure, senior 
figures in the outgoing British 
administration spread a fiendish 
rumour. The bolts holding the 


letters in place, they whispered, 
extended into the very heart of 
the building. Removing them 
would risk the stability of the 
whole structure. It’s nonsense of 
course - but it seems the 
Chinese are taking no chances. 


Naval gazing 

■ Lennart Men, Estonia's 
ebullient president, will be 
visiting the UK soon to mark the 
80th anniversary of relations 
between Estonia and Britain. 
Estonians are apparently still 
grateful for assistance from 
British gunboats during the 
Baltic state's struggle for 
independence in 1918. 

Perhaps unusually for a 
visiting dignitary, he’ll be 
hparfinp off from his date at 
Buckingham Palace to pursue 
his study of Finno-Ungric 
history in Britain's dusty 
archives. Maybe bell find out 
where those British gunboats 
had got to when Soviet forces 
returned to Estonia in 1914- 


Blind trust 

■ A London tour guide was 
explaining to an American 
tourist why pedestrian crossings 
make funny bleeping sounds: 
“They toll blind people when it's 
safe to go." “Amazing," replied 
the tourist “In the States, we'd 
never let blind people drive." 


that the conditions imposed by 
the IMF will force Asian govern- 
ments to promote competition 
and open their markets to 
imports. 

“The administration has done a 
snow job on the Democrats and 
convinced many that there will 
be market instability without a 
bailout." said Jeff Faux of the 
Economic Policy Institute, a 
labour-supported think-tank. 

Congressman Jim Leach, mod- 
erate Republican chairman of the 
banking committee, has been 
building bipartisan backing, even 
winning over Congressman Jesse 
Jackson of Illinois and other left- 
wing Democrats. Mr Jackson said 
he would back the IMF “to pre- 
vent an enormous human crisis" 
in Asia. 

Even more encouraging to the 
administration has been the 
absence of active opposition from 
labour, which played a crucial 
role in defeating fast-trade. Thea 
Lee. a strategist for the AFL-CIO, 
the umbrella group for most US 
unions, says labour wants human 
rights to become a condition of 
future IMF and World Bank fund- 
ing. It also wants more focus on 
domestic economic growth. But 
she says: “We're lobbying more 
to fix the legislation than stop 
it.” In the end, the administra- 
tion may have to accept a com- 
promise by securing the $3.4hn 
for the emergency fund now and 
the promise of broader debate on 
the proposed $90bn quota 
increase later this year. 

Lori Wallach, of the leftwing 
Public Citizen, a veteran vote- 
counter, believes there is a 50-50 
chance tbat the $3-4bn will pass, 
but she would bet heavily against 
the quota increase. “Congress 
won't put Sl5bn of the taxpayer’s 
money to bail out globalisation," 
she says. 

Alan Tonelson of the US Busi- 
ness and Industrial Council 
agrees it will be tight, but says 
there might just be enough mod- 
erate Republicans to tip the vote 
the IMF's way. “If the crisis does 
spread to Japan, every member 
will worry that he will be blamed 
for the Great Depression of the 
1990s. The safe vote is to vote for 
the bailout." 


a—- ' 

100 years ago 

A New Use For X-Rays 
According to the “Counter 
D Haiphong," a well-known 
photographer of Tokio was 
one evening seen 
photographing by moonlight 
the new premises of the Bank 
of Japan. On being questioned 
by the crowd which collected, 
he replied that he was about 
to photograph the bank to 
find out whether the building 
really contained the amount 
of gold about which the Press 
had so much to say. In the 
event of a run on a bank, we 
can now expect to see a mob 
of unsophisticated depositors 
each trying to ascertain by 
means of the new discovery 
the available resources of the 
bank. 

50 years ago 

Channel Tunnel Discussions 
It is expected that the British 
and French representatives 
who are to discuss the new 
Channel Tunnel project will 
meet in London on March 16 
and 17. Although keen 
interest in the scheme has 
been shown by both sides, the 
coming meetings will be more 
in the nature of an 
exploratory study of the new 
project The agenda, it Is 
understood, has not yet been 
finalised, but is expected to 
deal chiefly with policy 
matters. British and French 
technicians will attend. 
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Holzmann to cut 4,000 
jobs in restructuring 


By Graham Bowtey 
In Frankfurt 

P hilip p Holzmann, Germany's 
biggest construction group, is 
to cut about 4,000 jobs world- 
wide this year in an accelera- 
tion of wide-ranging restruct- 
uring. including the sale of its 
French interests and with- 
drawal from Thailand. 

The Frankfurt-based group 
is to sbed 3.000 jobs in Ger- 
many and will run down its 
loss-making business in Thai- 
land. which accounts for most 
of its activities in Asia. It also 
plans to slim its real estate 
interests which have gener- 
ated particularly large losses. 

Heinrich Binder, the chief 
executive brought in last year 
by Deutsche Bank to turn 
around the ailing building 
group, said yesterday Holz- 
mann would show a small 
operating profit this year for 
the first time since 1994. 

The company has been a vic- 
tim of the painful recession in 
the German construction 
industry. Holzmann was also 


affected after rapid expansion 
in the 1980s and early 1990s 
which proved unsustainable 
and resulted in big losses. 

Holzmann broke even last 
year only after special reserves 
covered underlying losses of 
about DMSOOm ($449m). 

The losses included restruct- 
uring costs in Thailand and 
France and compensation for 
lay-offs. Holzmann had begun 
to dismantle its activities in 
Thailand before the Asian 
crisis developed in 
the autumn. 

Excluding special charges. 
Holzmann reported an esti- 
mated operating loss of about 
DM240m-DM250m last year, 
more than analysts expected, 
after a DM300m loss in 1996. 

Speaking publicly about the 
group's difficulties for the first 
time since taking control, Mr 
Binder said other measures 
would include stricter vetting 
procedures before taking on 
orders in an attempt to raise 
margins and efficiency. 

“We will concentrate in the 
future on projects with high 


returns and no longer stmply 
try to achieve the highest pos- 
sible building output,” he said. 

Construction groups such as 
Holzmann ran into difficulties 
by taking on orders which gen- 
erated short-term cash but 
were unprofitable. Mr Binder 
said Holzmann would try to 
raise return on sales to 3 per 
cent by the year 2000. 

The fresh job cuts follow a 
sharp reduction in the build- 
ing group’s workforce. From 
about 52.000 in 1996. the num- 
ber of employees is expected to 
have shrunk to some 36,000 by 
the end of this year. 

Mr Binder said most of Holz- 
mann 's French interests would 
be sold by the end of 1998. The 
decision to leave the French 
market, where Holzmann has 
struggled, ends several years 
of big losses. 

Mr Binder, who is credited 
with turning around Kol- 
benschmidt the German-based 
car components group, was 
brought in by Deutsche Rank, 
which has a 25 per cent stake 
In Holzmann, in the aut umn. 


BA bid for 
Iberia stake 
blocked 

Continued from Page 1 


of six airlines, headed by 
United Airlines of the US and 
Lufthansa of Germany. 

American last year agreed to 
take a 10 per cent stake in 
Aerolineas Argentinas. leaving 
Iberia with a 10 per cent stake 
in the Argentine carrier. Iberia 
had previously held a majority 
stake in the Argentine airline. 

American and Iberia also 
agreed to co-ordinate their fre- 
quent flyer programmes and to 
code share on services between 
Madrid and the US. Code shar- 
ing is when airlines sell seats 
on each other’s flights. 

BA and Iberia said they were 
still talking and hoped to 
reach an agreement “Nobody 
is getting up from the negotia- 
ting table and walking away.” 
Mr Xabier de Irala, Iberia's 
chairman said. 

BA added: “We have said 
that we would evaluate the 
possibility of making an equity 
investment in Iberia and that 
consideration is ongoing.” 

Agreement with BA is 
urgent because the Spanish 
government is anxious to initi- 
ate Iberia’s privatisation 
immediately after the summer 
and to complete the disposal in 
the first quarter of next year. 

Madrid hopes to place more 
than 50 per cent of Iberia with 
small investors and analysts 
believe that a BA alliance 
would greatly enhance the 
value of the disposal. 

Mr de Irala forecasts a 
return on equity for Iberia of 
17 per cent this year, up from 
1L2 per cent last year and 3 
per cent in 1996. 


Suharto dismisses 
central bank chief 
over currency peg 


By Sander Thoenes In Jakarta 

President Suharto yesterday 
fired his central bank gover- 
nor, who was known to oppose 
his plans for a currency board 
by which the rupiah would be 
pegged to the dollar. 

The dismissal of Sudrajad 
Djiwandono Is likely to disap- 
point the Internationa] Mone- 
tary Fund, which regards him 
as a strong advocate of 
reforms. His sudden removal 
comes as banking reforms get 
under way this week with the 
establishment of a bank 
restructuring agency. 

Mr Sudrajad 's position was 
severely undermined when 
President Suharto recently 
removed four of his deputies. 
The former bank chief believed 
his deputies were being ques- 
tioned about alleged corrup- 
tion during the closure of a 
bank owned by Mr Suharto's 
son. The IMF pressed for the 
bank closures as part of a 
wider sector restructuring. 

Mr Sudrajad considered 
resigning but stayed on know- 
ing that he would not be re-ap- 
pointed after the presidential 
election next month. 

Mr Suharto’s latest decision 
may be seen as a further slap 
in the face of the IMF. He is 
stubbornly sticking to his plan 
for a currency board and last 
week welcomed the nomina- 
tion of B.J.Habibie. technology 
minister, for the vice-presi- 
dency. Mr Habibie is regarded 
as hostile to reforms and as 
committed to extravagant 


prestige projects. 

The IMF, US. World Bank 
and European Union have all 
said a currency board Is inap- 
propriate for Indonesia. The 
fund has threatened to cancel 
a S43bn aid package if Mr 
Suharto persists in his plan. 

If a currency board is imple- 
mented, it would ban the print- 
ing of money and ensure that 
any outflow of funds would 
lead to higher interest rates 
and lure money back. 

But the IMF fears a currency 
board would fail because of the 
absence of a viable banking 
system to absorb any influx of 
money. 

“The alternative, to us. is 
that we don’t go this route and 
that the reform programme we 
have agreed is carried out," 
said Prabhakar Narvekar, a 
consultant to the IMF who has 
twice met Mr Suharto in 
recent days to press the fund’s 
case. 

“The government has 
allowed itself to get into this 
situation. Now you can’t have 
overnight solutions," he said. 
Mr S uhart o bag lTvIit-atpri to 
the IMF that he still wants to 
go ahead, but the IMF threat 
in effect leaves him without 
the funds to do so. 

Steve Hanke. Mr Suharto's 
adviser about currency boards, 
said yesterday the IMF had no 
grounds to cancel the aid pack- 
age as a currency board would 
□ot break the reform agree- 
ment 

Battle for the Fund, Page 13 


European 

court 

rejects 

lesbian’s 

challenge 

By Andrew Bolger, 
Employment Correspondent 


The European Court of Justice 
yesterday ruled that discrimi- 
nation on grounds of sexual 
orientation is not covered by 
European Union laws on sex- 
ual discrimination. 

The Luxembourg court 
found against Lisa Grant, a 
UK railway worker, who had 
challenged her employer. 
South West Trains, over its 
refusal to offer travel conces- 
sions to her live-in female 
partner. Such benefits are 
given to employees’ spouses or 
unmarried partners of the 
opposite sex. 

The judgment disappointed 
gay rights campaigners 
because a victory could have 
forced substantial changes in 
European employment, pen- 
sions and social security 
systems. 

However, the court pointed 
oat tbat last year's Treaty of 
Amsterdam allowed member 
governments specifically to 
eliminate discrimination 
based on sexual orientation. 
The UK government said it 
would study yesterday’s rul- 
ing before deciding how to 
proceed. 

Sooth West Trains success- 
fully argued its policy con- 
cerning same-sex partners was 
not discrimination on grounds 
of sex, which was covered by 
the rules, but on grounds of 
sexual orientation, which was 
not. 

In court the government’s 
lawyer, Patrick Elias QC, had 
argued discrimination on 
grounds of sexual orientation 
was not covered by EU law. 
But he conceded that tbe Brit- 
ish government supported 
reforms to apply equal rights 
to homosexual workers. He 
warned the judges not to try 
to stretch existing EU law to 
cover issues It was not 
designed to tackle. 

The court ruled that, in 
European law, “stable rela- 
tionships between two persons 
of the same sex are not 
regarded as equivalent to mar- 
riages or stable relationships 
outside marriage between per- 
sons of opposite sex”. 

Ms Grant’s partner, Jill Per- 
cey, said: “We are terribly dis- 
appointed by this ruling. It is 
scandalous that Lisa's employ- 
ers can discriminate against 
her just becanse she is a 
lesbian.” 

Ms Grant said: “It is now up 
to national governments to 
change legislation.” 

The UK couple’s legal action 
was supported by Stonewall, 
the campaigning group for 
gay rights, which said the rul- 
ing Labour party bad prom- 
ised in Its election manifesto 
to end unjustified discrimina- 
tion. yet bad sided with South 
West Trains. 


Europe today 

In Scandinavia and eastern 
Europe early snow will turn 
mostly to rain, except in the 
north. However, Finland and the 
Baltic states will have snow until 
quite late in the day. Turkey and 
the eastern Mediterranean will 
have a lew showers with sunny 
spells but showers over south- 
east Europe and the Balkans will 
clear. Most of the continent will 
be dry, and once any early fog 
patches have cleared there 
should be plenty of sunshine, the 
best of It around the central and 
western Mediterranean. The 
north-west will become cloudier 
with some light rain possible. 

Five-day forecast 

Scandinavia will have more rain. 

preceded by snow. However, 
snow over eastern Europe will 
dear to leave a few dry days. 
Much of Europe will be dry with 
sunshine after early fog patches. 
On Saturday a band of rain will 
move across from the north-west, 
bringing snow to the Alps. 

TODAY’S TEMPERATURES 
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THE LEX COLUMN 



As Glaxo Wellcome and SmitfaKline 
Beecham prepare to merge. . they 
can study a textbook example erf 
bow not to do it: Pharmacia & 
Upjohn. More a collision than a 
combination of Swedish and Ameri- 
can management styles and cul-. 
tures, P&lTs performance has. been 
nothing short of disastrous. Eigh- - 
teen months ago, the market expec- 
ted its 1997 earnings to Increase by 
25 per cent; in fact they fell- 26 per 
cent Its pharmaceuticals sales: rose 
barely 2 per cent, while. Smith- 
Kline’s jumped 13 per cent . 

P&U’s biggest problem, that it 
was the combination of two weak 
companies, hardly need concern 
Glaxo and SmithKIine. But the 
fudged decision-making and sloppy 
execution that followed the initial 
euphoria is a salutary reminder 
that the most effective mergers are ■ 
usually, in effect, takeovers. When 
it comes to melding together two 
organisations, a little speedy brutal- 
ity is better than too many 
well-meaning compromises. ’ 

P&U seems finally to have taken 
this to heart under Fred its 

new chief executive. He has up- 
graded senior management, central- 
ised wiflrtrfrring anri jflinK-Twff a COSt- 
cutting exercise. The next step 
should be to get rid of non-core 
businesses, such as diagnostics, and 
pare down P&U’s fragmented port- 
folio to concentrate on fewer, bigger 
drugs. Even under this therapy. 7 
P&U’s revival will take time. Under 
lying sales growth will be only 
around 3-4 per cent this year. Per- 
versely. investors’ best hope may lie 
in P&U attempting qpnHwy merger. 

Barclays 

Is Barclays a good bank? Custom- 
ers seem to like it, and investors 
have profited handsomely in recent 
years. But the bank's image has 
lagged behind this reality. Partly 
this reflected the feghinn last year 
for retail and Asian banks. Partly it 
was a case of guilt by association, 
the underperforming National West- 
minster hank tarring the concept of 
universal banking. And partly it 
was deserved; the uncertain com- 
mitment to b uilding a full-service 
investment Hunk-mg business con- 
taminated the whole. 

It is time for some catch-up; there 
is a f onriampntai , no t simply specu- 
lative, case far the share price rally 
over the past year. Certainly the 
BZW episode was painfhL But more 
important is that the four division 
format which remains looks bal- 
anced, without losing focus. More- 
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over. It is backed by an investor- 
friendly mix of capital and asset 
management. Barclays Capital 
must still prove tbat it deserves a 
place at tbe top table. Tbe others, 
however, are strong businesses. A . 
cosbcutting merger .with NatWest 
would make them. even stronger. . 
Bat so long as the bank is able to 
increase revenues - 8 per cent on an 
undedying basis in 1997 - its future . 
does not depend on c att i n g costs. . . 

A more taxing issue is what role 
the bank envisages across Europe. 
It has some strong businesses, but 
tbe strategy is still opaque. From an_ 
investor perspective, now is proba- 
bly a time for caution, especially 
after the shares’ strong run. But on 
a medium term view, Barclays 
looks a good bet • 

Channel rail link 

Signs that the g ove rn m ent is pre- 
pared to eat humble pie, rather 
than risk a white elephant are wel- 
come. B unding the. high speed rail 
link in phases ratber than -in one 
heave Is sensible.- Sure, plans to 
redevelop parts of east London will 
have to be. sbelved and journeys 
might not be as quick as promised. 
But it is hard to justify a large 
public subsidy for the expensive, 
last stretch, into central London, 
without proven demand for Euro- 
star services and evidence of capac- 
ity constraints on. the adithi g net- 
work. . . . v- 

Now that the project’s specifica- 
tions appear to have been altered, 
principles of fair public procure- 
ment - not to mention taxpayers’ 
interests - surely require a reten- 
dering of the concession. Although 
Rad track likes to imagine it is the 
only game in town, it should not be 


handed government-backed track 
access changes from Eurostar with 1 
out a competitive bidding process 
The Eurostar franchise should also 
be bid for openly, not just bundled 
Into any deal struck by the builder/ 
operator of the link . 

The government should drop its 
requirement that whoever builds 
the first stretch of the link must 
commit now to the second phase. 
That would store up trouble further 
down tbe line. A better idea would 
be to try to make each phase of the 
project stand alone commercially. 
That way the builder ’ of the first 
phase would not be dependent for 
its co mm ercial return on subsidies 
earned during construction of a sec- 
ond phase, which may or may not 
be needed. 

Investment trusts 

After a sorry period of under- 
pcrformance, the investment trust 
industry is smartening up its 
image. Being squeaky clean on cor- 
porate governance is part of this, 
and it is good to see one of the 
biggest managers - Foreign & Colo- 
nial - raising standards. Others 
should follow the twin thrust of its 
new measures. The first - reducing 
management contracts from two 
years to one - means it is less 
expensive to drop bad managers. 
rfiaMng the industry a bit more of a 
meritocracy. The second - remov- 
ing managers from client IT boards 
- should prevent scrutiny of those 
managers being muffled by their 
colleagues. 

But tbe moves need to be more 
than, cosmetic. If the boards are left 
bereft of expertise, the remaining 


well-meaning amateurs might not 
use their independence to good 
effect. This suggests that more 
thought needs to be given to IT 
board composition, and people with 
investment management experience 
will continue to play a valuable 
role. New blood could also be 
brought in from companies or 
research units with knowledge of 
the trust's target area. And if the 
boards were shrunk, higher pay- 
ments could be made to fewer, bet- 
ter qualified directors. 

Of course, getting the structure 
right is not the whole story. Revival 
of The over-supplied sector will 
depend on action to address wide 
discounts to net asset values, some 
of it painful - bids, share buybacks 
and even liquidations. This throws 
the activism ball back into the 
court of shareholders and the 
boards that serve them. 




Adding value 
to clients 
delivers results 


Revenue 


up 7%* to £975.2 million 


Trading profit up 33%* t o £62.2 million 
Profit before tax up 19%* to £101.2 million 


Earnings per share 

up 10% to 12.8p 

Dividend increased 


*at constant exchange rates 
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waits for takeoff 

When British Airways 
-and American Airlines 
announced theirallj- 
ance, the two carriers 
aasn mwl the US author- 
cities would, wave the 
.deal through ina few 
months. And Brussels, 
they said, had nb juris- 
■ dic^h. .Twenty months 

I 1 iT »L j ii»wtiMuwj|MM later, their affiance has 

yet to win Wasliing- 
ton's approval And 

Karel Van Miert the European Union competi- 
tion commissioner, has swept aside legal nice- 
ties to mate himself the iHihdpaljudge bf 

whether the alliance proceeds. Page 20 

Sony celebrations cut short 

Sony's celebrations at an upturn in its Holly- 
wood SQm fortunes have been cut short by the 
departure of Jeffrey Sagan^.'co^a-esident of 
the group's film and television programming: - ' - 
arm. Less than IS months after Nobuynld Idei, - 
group president,, installed hfe teqm and restored 
order to Sony Pictures Entertainment, the divi- 
rion's direction is agatom dbubt. Page 18 ' 

Local distrust of golden prontive 

Gold mines in northern Greece brought wealth 
to the kingdom of Alexahder the Great But ■; 
opposition from residents has delayed plana by . 
Canada's TVX Gold to introduce mnri erm wtitvmg 
and extraction processes to the Kassandra, dte— 
trict for more than two years. Page 24 

Dubai to InctieaM aluminium capacity 

Dubai Aluminium (Dubai) plans to raise onnuai 
capacity by 35 per cent and become the largest - 
singlesite smelter outside Russia. Page 24 . 
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Hostile bid for Computer Sciences 


By Louise Kehoe 

mSenpraodaco 

Computer Associates of the US 
yesterday lauocbed a $9.sbu 
hwtile cash ^bid for California- 
based L Computer Sciences, the 
computer services group. The 
move followed the failure of 
CIA's efforts to persuade CSC 
to agree to a. negotiated 
merger: 

CA, one of the world’s larg- 
est software, companies, initi- 
ated its efforts to acquire CSC 
last week Over the weekend it 
set a Monday noon deadline 
far the beginning of “substan- 


Computer Associates in $9.8bn takeover move after talks fail 


tivfc negotiations”, but CSC did 
not comply. 

Yesterday, CA said it had 
started a tender offer of $108 a 
share, the same figure it 
mooted last week.. The total 
value of the bid also included 
about $7G0m in debt The ten- 
der offer was scheduled to 
expire on March 16. 

If it is completed, the CSC 
takeover would be by far the 
largest of more than 60 acqui- 
sitions undertaken by CA 
since the software group was 


formed in 1976. It is also the 
first time that CA hqm 
launched a hostile bid. 

Industry analysts said CA 
may sttQ be gambling that it 
can force CSC to negotiate. 
However, there was also wide- 
spread speculation that CSC 
might seek an alternative 
“white knight” merger part- 
ner, although the size of the 
deal meant there were few via- 
ble candidates. 

International Business 
Machines, EDS, AT&T and 


Hewlett-Packard have been 
mentioned as possible merger 
partners although none has an 
obvious interest in combining 
with CSC. 

CA, which views the acquisi- 
tion of CSC as a way to 
broaden Its involvement in the 
corporate computing market, 
had continued efforts to 
engage CSC in negotiations 
over the weekend, but was 
rebuffed, the software group 
said. CSC, which is being 
advised by Goldman Sachs, is 


reported to have refused to 
consider a sweetened bid of 
$114 a share if it would agree 
to a negotiated merger. 

Yesterday, in a filing with 
the Securities and Exchange 
Commission, CA said it was 
taking steps to invalidate 
CSC’s “poison pill" takeover 
defence, designed to make an 
unwanted takeover prohibi- 
tively expensive. The so-called 
shareholders' rights plan was 
“inapplicable" under laws of 
the state of Nevada, where 


CSC is incorporated. CA 
claimed. CA also said it would 
“take appropriate steps" to 
force CSC’s board to permit 
the company's shareholders to 
vote on the offer. CA said it 
planned to file preliminary 
materials with the SEC for 
launching a proxy fight. 

CSC has yet to respond to 
the CA bid. 

CSC shares were trading at 
S107V. in mid session yester- 
day. unchanged from Friday's 
close. (US markets were closed 
for the Presidents' Day holiday 
on Monday). CA was trading at 
down from WS?.. 


Deutsche Babcock 
claims turnaround 
as earnings rise 


An end to underperformance? 

Share price relative to the Dax Index 

120 


By Peter Norman 
Bi Oberhausen _ 

Deutsche Babcock, the 
loss-making German engineer- 
ing. concent, said yesterday its 
recovery, was; on track and 
forecast earnings before tax of 
about DM150m ($83m) next 
year and DMTOm this year. 

. Bs upbeat tone came as it 
unveiled a cut in its pre-tax 
loss to-. DM244-4m last year 
from .DM4QQin in 1995-96. . 

Klaus Lederer, the chief 
executive appointed a year ago 
tO -save the group, from col- 
lapse,- declared that it had 
achieved ' a “ turnaround " . 
Despite losses of DMlOOra in 
the four manths to the end of 
i 1 January, he forecast that earn- 
ing^ after tax and minority 
i nte rests would be just above 
break-even In 1997-98. and 
increase to about DMIOOm in 
199889. 

• Last year’s results were 
^helped by the disposal of busi- 
nesses with annual sales of 
about DMxbn. and a reduction 
in jobs from 31,200 to 26,700. 


Mr Lederer said the group 
would this year seek buyers 
for a ftzrther four or five busi- 
nesses with annual turnover of 
about DMlbn this year. It has 
already sold a business tr ading 
in steel tubes and non-ferrous 
semi-finished products to the 
Stinnes subsidiary of Veba. 

The financial crisis at Deut- 
sche Babcock has left deep 
scars, however. Restructuring 
charges amounted to DM247m 
in 1996-97, compared with an 
expected DM70m. During 
rationalisation of the group's 
complex structure, 70 mainly 
small subsidiaries came to 
light whose existence was not 
previously known to the new 
management 

The group's loss to be car- 
ried forward increased from 
DM444m to DM671m in the 12 
months to September 30 when 
the consolidated balance sheet 
disclosed negative equity of 
DM85m which had to be cov- 
ered by borrowings and 
reserves. Fritz Kali, Babcock's 
finance chief was able to sta- 
bilise parent company equity 




China Airlines 
falters as A300 
fleet is grounded 


Klaus Lfrdcror, chief executive 


at DM452m against DM492m 
the previous year, partly by 
selling assets within the 
group. 

Mr Lederer said one of the 
company’s goals was to elimi- 
nate the negative equity at 
group level this year. But he 
made clear that Deutsche Bab- 
cock was in no hurry to use an 
existing authorisation from 
shareholders to raise nominal 
capital by up to DMl75m from 
the present DM350m. The 
group wanted about DM150 for 
each DM50 new share. To 


achieve this, it would first 
have to demonstrate its profit- 
ability. 

Deutsche Babcock believes 
the Asian crisis will only affect 
business with annual sales of 
about DMIOOm because Its 
activities are concentrated in 
China and India. 

Despite disposals, the group 
expects only a slight fall In 
total sales from DMS.9bn in 
1996-97 to DM8.6bn this year. 
Turnover in the first four 
months was DM2bn - little 
changed from the year before. 


Corporate bond defaults doubled last year 


By Samer takandar in London 

The number of corporate bond 
defaults more than doubled 
year and is expected to 
cratonu- rising, according to 
Moody’s Investors Service, the 
US credit rating agency. 

. .The majority of the defaults 
occarred in the second half of 
the year. nudnly as a result of 
tunnoil in Asian financial 
markets. 

Between 1945 and . 1996, 


Moody's recorded only one 
default by an Asian borrower. 
Last year it recorded 22, and it 
is predicting more this year. 

“Even this historically high 
default total does not frilly 
reflect the depth or breadth of 
credit deterioration in Asian 
economies," Moody’s said. 
“Default totals will continue 
to rise throughout 1998.” 

Moody’s said yesterday that 
64 borrowers had defaulted on 
$8.56bn of debt in 1997, np 


Barry Riley 


from 26 defaulters on $5.06bn 
in 1996. Two-thirds of the 
defaults, accounting for more 
than SSbn, occurred in the sec- 
ond half of the year. 

A rise in the issuance of 
speculative debt - bonds with 
ratings below Baa3 - was 
among the main factors lead- 
frig Moody’s to predict farther 
increases in defaults. 

During 1997 issuance of 
speculative debt was 80 per 
cent higher than the previous 


year, reaching an all-time 
high of S88bn. Issuance of 
investment-grade debt was np 
only 12 per cent at S145bn. 

Moody’s also said new 
issues were skewed towards 
the riskier end of the rating 
spectrum, further fuelling the 
rise in defaults. Almost 70 per 
cent of junk-status issues were 
rated below Bl, a rating den- 
oting “high risk” according to 
a ranking by the Federal 
Reserve Bank of New York. 


By Laura Tyson in Taipei 

Taiwan's civil aviation 
authorities yesterday 
grounded China Airlines' 
remaining fleet of nine Airbus 
A300 passenger aircraft pend- 
ing an inquiry into a crash on 
Monday that killed 203 people. 

The grounding of part of the 
airline's 50-strong fleet was 
accompanied by opposition 
calls for Taiwan's largest car- 
rier to be disbanded: a series of 
incidents have left It with an 
unenviable safety record. 

None of the grounded air- 
craft will be allowed to fly 
until they have had rigorous 
maintenance and safety tests. 
Six flights to Hong Kong and 
south-east Asia were cancelled 
yesterday. 

The transport ministry 
announced it was forming an 
independent committee to 
investigate safety issues in 
Monday’s crash, in which Shen 
Yuan-dong, the governor of 
the central bank, was among 
the 203 victims. 

The disaster recalled a simi- 
lar incident in which 264 
people died when a China Air- 
lines Airbus 300 crashed in 
March 1994 in Nagoya. Japan. 

In both cases the pilots had 
trouble making the runway 
approach and the aircraft 
crashed during the second 
attempt to land. The Nagoya 
crash occurred in clear 
weather but on Monday heavy 
fog reduced visibility to only 
600 feet An Airbus investiga- 
tion team arrived in Taiwan 
last night and the US air traf- 
fic safety commission has also 
been called in. 

TTie crash is a setback to the 
carrier's efforts to turn itself 


around since 1994. Chiang 
Hung-i. appointed chairman 
after the Nagoya crash, may be 
compelled to step down. 

Concerns over the com- 
pany's future caused its share 
price to foil by 7 per cent. 

Analysts predict an fall in 
passengers in the near term, 
higher insurance rates and 
reduced revenues. Expansion 
plans may have to be scrapped 
or postponed. 

The carrier's fleet grew from 
34 aircraft in 1994 to 50 at the 
end of last year and was to rise 
to 67 by the year 2003 with 
older aircraft being taken out 
of service. 

Competitors - especially Eva 
Airways, part of the Evergreen 
transport group - will gain 
market share, making it 
harder for China Airlines to 
recoup its position. 

Christine Lee of Merrill 
Lynch said: “They’re going to 
survive this crisis but they 
may be forced to undergo 
restructuring and manage- 
ment changes." Merrill Lynch 
has slashed its 1998 net profit 
forecast by 42 per cent to 
T$L8bn ($52. 8m). 

Some opposition legislators 
have called for the disbanding 
of the airline, which is techni- 
cally a private entity but has a 
degree of indirect state control 
through its holding company, 
the China Aviation Develop- 
ment Foundation. 

The government may use 
the crash as an opportunity to 
play a more direct role in the 
management of the carrier, 
which was founded in 1959 and 
went international during the 
Vietnam war. 

Taiwan resilient. Page 4 


Pricing power preferred 
to those old-time values 
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The hopes of 
“value" inves- 
' tors have been 
dashed again. 
Since 1994 
investors 
favouring the 
rival “growth” 
style have 
raced ahead, in the US and the 
UK, but late last year there 
were signs of a change of trend 
as growth stocks wobbled in 
the . . western markets and 
opportunities appeared for 
bargain-hunters In Asia. 

However, value investors 
have had a lean time in 1998 so 
far. As the -indices have surged 
into new high ground (as 
again happened yesterday) the 
big capitalisation growth 
stocks have resumed leader- 
ship. The latest January data 
analysed by Style Investment 
Research Associates, the Lon- 
don-based consultants, show 
the growth .fectars once more 
contributing superior perfor- 
mance in the .US and the UK, 
al thoug h ‘.the picture has been 
more mixed in continental 
Europe, and value has been a 
positive factor in Japan. 

According to Quorum Capi- 
tal Management, . a London 
quantitive house, which has 
tracked styles for many years, 
value had a good run in the 
UK far nearly two years after 
the exit from the European 
-exchange rate mechanism in 
199% then hit trouble. Between 
September and November last, 
yew,- value tantali singly 
enjoyed its best three-month 
period since early 1994. But it 
proved.a false dawn.. 

Different style measures can 
show different results. Value 
can be assessed on the basis of 
specific fundamentals such as 


dividend yield or the book-to- 
price ratio. Growth tends to be 
trickier: it is sometimes 
crudely defined as low value, 
or by using proxies such as 
high return on equity, which 
can be presumed to be associ- 
ated with high growth. 

Long-term studies have 
shown value outperforms 
growth. This is argued to be 
because growth tends to be 
fashionable and is, therefore, 
often overpriced whereas value 
can be associated with high 
risk and is often neglected. 

The vital 
question is 
whether value 
can stage a 
sustained 
comeback 


Value performs best, too, in 
the early stages of an eco- 
nomic upturn, and suffers dur- 
ing extended growth such as 
the US has enjoyed. 

A paper by Steve Strongin 
and Melanie Petsche of Gold- 
man Sachs in New York adds 
fresh insights. They define 
value and growth in terms of 
the price-earnings ratio and 
earnings growth respectively. 
They find both approaches can 
result in extra performance - 
measured against the S&P500 
Index over 10 years. However, 
this only works well on an 
“overlay** basis, a kind of 
reweighting of the index so 
that the fund can benefit from 
underweighting of the poor 
performers as well as the over- 
weighting of the better stocks. 


On closer Inspection, the key 
to the extra returns turns out 
to lie in' the feet that the value 
and growth d efini tions are not 
quite mutually exclusive. Both 
portfolios have been largely 
driven by the same small 
group of top performers that 
have turned out to offer both 
high value and high growth. 
The definitions can, therefore, 
be very important 

Now the vital question is 
whether value can stage a sus- 
tained comeback. Many invest- 
ment houses have staked their 
future on the continued 
long-term success of the value 
style. Some are feeing a seri- 
ous commercial crisis. 

Robert Schwob of Style 
Investment Research Associ- 
ates is pessimistic about the 
near-term outlook for value. 
He argues that, in an environ- 
ment of low interest rates and 
low inflation, investors will 
infer a high price for growth. 
When interest rates were high, 
investors focused more on the 
short term. Now they are pre- 
pared to apply lower discount 
rates to more distant rewards. 

Certainly investors have 
developed new concepts to suit 
a changed economic environ- 
ment “Pricing power” is pur- 
sued as a protection from the 
effects of glutted and commo- 
ditised global markets; "earn- 
ings certainty” offers a refuge 
from slow growth and cut- 
price Asian competition. These 
are definitely not traditional 
value-based concepts. 

In today's stock markets, the 
future seems to matter much 
more than the past True, the 
next recession will again offer 
plenty of scope for the value 
managers - if only they can 
survive that long. 


REPUBLIC OF POLAND 
The Ministry of Treasury 

The Minister of Treasury 
invites 

tenders for advisory services in the sale of shares of 

Polish Airlines LOT Inc. 

Polskie Linie Lotnicze LOT Spoika Akcyjna 

The executor chosen under the two-stage tender will be 
responsible for work related to the sale of shares which includes 
the following activities: 

1. preparing the valuation of the company; 

2. preparing the analysis of the company; 

3. preparing Prospectus of the company or Information 
Memorandum subject to the chosen strategy of privatisation 
of the company; 

4. preparing International Prospectus of the company subject 
to the chosen strategy of privatisation of the company; 

5. preparing and conducting of the company’s shares sale; 

6. conducting the promotion of the company’s shares offering. 

The detailed scope of work of the executor is included in Terms 
of References, which will be available at the Ministry of 
Treasury (at the Department of Strategic Companies and 
Financial Institutions, room 458). 

The offers should be submitted in the sealed envelope at 
die Ministry of Treasury, room 477, 36 Knicza/6 Wspolna 
Street, Warsaw, Poland not later than until 15.00 (local time) 
on March 17 th, 1998. 
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Swedish group may reveal today whether construction equipment unit is to be sold or developed globally 


Future of Volvo subsidiary in balance 


By Hajg Simonian, 

Motor Industry Correspondent 


Samsung Heavy Industries, the 
industrial subsidiary of South 
Korea’s biggest company, said yes- 
terday it hoped to reach agreement 
with Sweden's Volvo group shortly 
over the sale of part or all of its 
construction equipment business. 

“Nothing has been agreed yet on 
the issue, but we expect to reach a 
basic agreement with the Swedish 
concern in a couple of days", said a 
Samsung official. 


Volvo declined to comment on 
the statement. However, further 
information on its intentions may 
emerge at a press conference today 
at the group's Gothenburg head- 
quarters on its 1997 results. 

Volvo Construction Equipment is 
oDe of the most profitable parts of 
the Volvo group, and executives 
are known to be prepared to devote 
considerable extra resources to its 
growth. The group foresees sub- 
stantial scope for consolidation in 
the hi ghly fragmented world con- 
struction equipment market. 


VCE has grown rapidly in the 
past two years through acquisi- 
tions. 

Sales figures for last year are 
expected to show an increase from 
SKrl2.8bn in 1996 to more than 
SKrlfibn iSl.97bnj. 

“Volvo sees itself as a consolida- 
tor within the construction equip- 
ment industry and it is possible 
that VCE will in time grow to be a 
more substantial part of the 
group," said Nick Smee. motor 
industry' analyst at J. P. Morgan in 
London. 


Volvo’s decision to expand its 
construction equipment activities 
began with the purchase in 1995 of 
the 50 per cent stake held by Clark 
of the US. 

Since then, the group, which 
accounts for about 4 per cent of the 
world construction equipment mar- 
ket, has tried to grow both geo- 
graphically and in product terms. 

VCE’s strength is in articulated 
haulers, for which it controls more 
than half the market. However, 
such products account for only 2 
per cent of world construction 


equipment sales. By contrast, its 
share of sales of excavators and 
compact equipment, which 
together account for about GO per 
cent of the world market, is tiny. 

The company has tried to expand 
in excavators through new prod- 
ucts, but its fhU range will not be 
available until mid-year. 

VCE's other priority has been to 
broaden its geographic coverage to 
reduce its dependence on' western 
Europe. Europe accounts for 45 per 
cent of sales with a further 36 per 
cent from North America. 


Flotation 
may value 
Ajax at 
FI 400m 


By Gordon Cramb 
in Amsterdam 


Ajax, the Amsterdam 
football club, expects a mar- 
ket value of between 
FI 300m and FI 400m 
(S195m) in a flotation which 
will make it the first of con- 
tinental Europe's top cham- 
pionship teams to gain a 
stock exchange listing. 

Some 30 per cent of the 
equity in a newly created 
public company is to be 
offered in May to Dutch and 
international investors. The 
remainder will be held by 
the existing membership 
association, which has 
pledged to retain a majority 
pins a special share to 
ensure control. 

Fans and donors, as well 
as players and other staff, 
are to have preferential 
treatment in the allotment 
of the shares, which the club 
intends to price at below 
FI 50 a share. But the offer- 
ing will also be marketed to 
institutions through a road- 
show which may visit the 
UK, Germany and France. 

ABN Amro Rothschild, an 
offshoot of the Dutch group 
which is the main sponsor 
as well as banker to Ajax, 
will lead the issue. 

Michael van Praag, Ajax 
chairman, said yesterday 
that proceeds would go to 
strengthening and interna- 
tionalising its talent spot- 
ting and training schemes. 
“There are so many talented 
players in the world, but we 
have to track them down." 

A corporate structure 
would also enable it better 
to exploit the club's brand 
through sponsorship, broad- 
casting revenues, and sales 
of merchandise bearing its 
red and white colours. 

Mr van Praag said Ajax 
would not spend the funds 
on a spree of signings. Nor 
was the intention to 
increase its 14 per cent 
shareholding in the operat- 
ing company for the Amster- 
dam Arena, the all-weather 
home ground opened a year 
and a half ago. 

For the first time be 
released financial data for 
the club, showing operating 
profits for 1996-97 of 
FI 15.4m on revenues of 
FI 90.5m. While the turnover 
figure was well above the 
FI 64.6m achieved the previ- 
ous year, the operational 
earnings fell more than 30 
per cent from FI 19.3m. 

Arie ran Os. finance direc- 
tor. said that reflected the 
costs of moving to the new 
stadium, as well as a Euro- 
pean Champions League sea- 
son in which it got no fur- 
ther than the semi-finals. 

Ajax gave no details of its 
balance sheet nor of net 
profit, ahead of a prospectus 
now being prepared. Those 
figures are expected to be 
affected by a revenue 
authorities* ruling that 
Dutch football clubs are lia- 
ble for tax from 1994 
onwards. Assessments are 
going out this month. 

This means that Ajax will 
need to value its players and 

take write-offs over the 

duration of their contracts. 


UPM-Kymmene plans share buy-back 


By Dm Burt 
In Stockholm 


UPM-Kymmene. Europe's 
largest forestry group, yes- 
terday said it would buy 
back up to 5 per cent of its 
shares after announcing a 
sharp increase in full-year 
profits. 

The Finnish group, report- 
ing pre-tax profits up from 
FM3.55bn to FM5.57bn 
<$lbn), Indicated it could 
repurchase this year up to 
13.5m shares, which could be 
used subsequently to fund 
all-paper acquisitions. 

On the basis of yesterday’s 
share price - up FM4.50 at 
FMI24 - the buy-back could 
cost FMl.G7bn. 

Juha Niemeia. chief execu- 
tive. said the group was con- 
sidering bolt-on acquisitions 
to complement its forays 
into North America and 
south-east Asia. Last year, it 
acquired Blandin Paper, of 
the US, for $650m and forged 
a joint venture in fine paper 
with Asia Pacific Resources 
International, of Singapore. 

“Knowing that consolida- 
tion in this Industry will 
continue, it is highly 
unlikely we will re main out- 
side the process." said Mr 
Niemela. 



Juha Niemela: considering acquisitions to complement those in North America and Asia 


He was speaking after 
UPM-Kymmene unveiled 
operating profits up from 
FM5.59bn to FM7.39bn. on 
sales marginally down from 
FM5L8bn to FM50.4bn. 

The figures were flattered 
by the FMl.5bn proceeds 
from the sale of non-core 


paper mills and sharehold- 
ings in Rauma and Nokia, 
the Finnish engineering and 
telecommunications groups. 

Mr Niemela said that after 
stripping out one-off items, 
underlying profits rose by 
FMlm - a figure he 
described as barely satisfac- 


tory. He blamed the perfor- 
mance on the rttffimit pric- 
ing regime last year, in 
which selling prices for 
printing paper, uncoated 
grades and newsprint were 
depressed. 

“Fine paper prices on 
some markets fell during the 


spring, but began to rise 
again in the autumn." be 
said. ' 

Such volatility under- 
mined profits in UPM- 
Kymmene’s two largest divi- 
sions - magazine paper and 
newsprint - from FM2J)7bn_ 
to FML08bn and from 
FM1.04bn to FM527bn, 
respectively. Fine paper prof- 
its rose from FM85m to 
FM347m, but. remained 
below their 1995 level of 
FM719m. 

Although prices for most 
grades of paper were raised 
in the last quarter or early 
in 1998, Mr NiemeJS said the 
outlook remained mixed. 

He warned that the fine 
paper sector was being ham- 
pered by oversupply,, which 
could be exacerbated by eco- 
nomic difficulties in south- 
east Asia. 

Nevertheless, he added: 
“Demand for printing and 
writing papers on the com- 
pany's main markets has 
remained good - the strong 
dflmanri has allowed prices 
to be raised on most 
markets.” 

Earnings per share rose 
from FM8.60 to FMZ5A5, pay- 
ing a proposed dividend of 
FM5.50 a share, compared 
with FM4J>0 last time. 


Brokers boycott stock 


in Ukrainian tyre group 


By Charles Clover In Kiev 


A share issue by a tyre 
manufacturing company in 
the former soviet republic of 
Ukraine has upset minority 
shareholders and threatens 
the reputation of the coun- 
try’s capita] markets among 
foreign investors. 

PFTS. Ukraine’s electronic 
stock trading system, yester- 
day suspended trading in 
Dniproshina. which pro- 
duces two-thirds of 
Ukraine’s truck tyres, after 
brokers voted overwhelm- 
ingly that a new equity issue 
was in breach of shareholder 
rights. 

Local brokers are also boy- 
cotting the stock, whose 
price has plummeted from 75 
hryvna (S38.5> late last year 
to 12 hryvna yesterday, cut- 


ting its market capitalisation 
from $89m to SlOm. 

Dniproshina was one of 
last year’s hottest stocks, 
climbing from 15 hryvna to 
75 hryvna, until November, 
when the management 
decided to increase the share 
capital by 33 per cent and 
give itself pre-emptive rights 
to the new equity. 

Although technically not 
against the law, legislation 
introduced last month made 
it Illegal to issue new equity 
without permission from 
shareholders. 

Minority shareholders, 
who account for some 35 per 
cent of the equity, have 
fought to prevent the Ukrai- 
nian Securities and 
Exchange Commission from 
registering the new shares. 

However. Valery Pustovo- 


itenko. Ukraine’s prime min- 
ister, interceded on behalf of 
the company and the shares 
were registered. 

“Ukraine is a highly pro- 
spective market, but actions 
like this risk ruining its rep- 
utation among investors," 
said Tomas Fiala, head of 
Prague- based brokerage 
Wood & Company in Kiev. 

Stanislav Coufal of Atlan- 
tik East Brokerage in Kiev 
said: "Many investors lost a 
lot of money on Dniproshina. 
The impression they have is 
that if they Invest in 
Ukraine they will get 
cheated. We have to show 
them that there are legal 
way's to address this." 

He said PFTS members 
were considering filing a suit 
against Dniproshina 's man- 
agement. 


Telefonica delays decision 
on global partnership 


By Tom Bums 
in Madrid 


Juan V'iiialonga. chairman of 
Telefonica, yesterday post- 
poned a special board meet- 
ing of the Spanish telecom- 
munications group to allow 
more time for negotiations 
with potential global allies. 

The meeting, scheduled for 
today, was delayed as Mr 
Villalonga returned from 
New York, where he held 
talks with WorldCom and 
MCI. the US operators. 

Telefonica was left with- 
out a global partner after the 
collapse of the Concert alli- 
ance between British Tele- 
communications and MCI. 


which preferred a S37on bid 
from WorldCom. 

Mr Villalonga. who broke 
a partnership with Uni- 
source. the alliance of 
smaller European carriers, 
to sign to the Concert alli- 
ance. now appears isolated. 

It is understood the Tele- 
fonica chairman will seek a 
meeting with BT before next 
week’s board meeting. By 
postponing his decision on 
the alliance. Mr Villalonga 
hopes to play one potential 
partner off against the other 
to drive a harder bargain. 

Analysts believe BT h 2 s 
lost interest in an arrange- 
ment with Telefonica. How- 
ever. Mr Villalonga is 


reported to have told aides 
that the UK operator is still 
a possible partner. 

Two factors have lent 
urgency to Mr ViUalonga's 
search for a strategic ally: 
the forthcoming awards by 
the Spanish government of 
new fixed-line and mobile 
licences, and the imminent 
privatisation of Telebr&s, the 
Brazilian operator. 

Mr Villalonga does not 
want BT bidding for the 
Spanish licences and com- 
peting in Telefonica's own 
market. He also needs part- 
ners to bid for franchises in 

Brazil to consolidate Telefon- 
ica as the largest foreign 
operator in Latin America. 


Gencor switch 


seen to signal 


unbundling 


By Mark Ashurst 
in Johannesburg 


Gencor. the South African 
mining group, yesterday 
announced it would become 
an investment holding com- 
pany with fewer than 10 
employees. 

The move, which follows 
the merger of its gold assets 
with Gold Fields of South 
Africa, is widely expected to 
culminate in the unbundling 
Of the Tnming group, 

The new company, which 
until last year was South 
Africa's second hugest min- 
ing group, is unlikely to con- 
sider further acquisitions. 
“My guess is that new oppor- 
tunities are not going to 
come, and the more likely 
outcome is an unbundled 
Gencor." said Brian Gilbert- 
son, chairman 

The transformation of 
Gencor, which follows the 
separation of its base metals 
interests last June to form 
Billiton, has been the most 
dramatic of the reforms 
sweeping South Africa's 
mining finance houses. A 
decade ago, Gencor 
employed more than 100,000 
people in its diversified min- 
ing businesses. 

Gold Fields of Sonth 
Africa, the holding company 
which combines the joint 
interests of Gencor and Gold 
Fields Holdings in the new 
gold company, could also be 
unbundled. 

GFSA holds 73 per cent of 
Gold Fields, the new gold 
producer, but is currently 
trading at a discount to the 
value of its underlying 
assets. “We will be encourag- 
ing the management of 



Brian Gilbertson: further 
acquisitions unlikely 


GFSA to look at these oppor- 
tunities.” said Mr Gilbertson. 

Gencor has also agreed to 
sell its management con- 
tracts and platinum mineral 
rights to Impala in exchange 
for shares. The deal will 
increase Gencor's stake in 
Impala to 48 per cent 

Gencor yesterday 
announced a 50 per cent 
drop in interim net income 
before- exceptional items, 
from R79m to R38m ($7.7tn). 
Gold interests outside the 
new Gold Fields formation 
reported a net loss of R5m in 
the six months to December 
1997, compared with a profit 
of R69m a year ago. 

The decline was tempered 
by a higher contribution 
from platinum, which 
increased from R23m to 
R55m, and an exceptional 
gain of R36m from the sale 
of an insurance scheme. 

Earnings per share fell 
from 23 2 cents to 1 L 1 cents, 
and the interim dividend 
was ll cents. 
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Unibank ahead 30% in year 
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Unibank. Denmark’s second 
biggest commercial bank, 
liftedoperating profits 30 per 
cent last year as loss provi- 
sions were slashed and earn- 
ings from securities and for- 
eign exchange soared. 

Operating profits rose 
from DKrZ.SQbn to 
DKr3.84bn CS525m) and net 
profits surged 42 per cent to 
DKr2-87bn. Earnings per 
share increased from Dffr36 
to DKT54 and return on 
equity from 13.1 per cent to 
16.9 per cent. 

An increase in the divi- 
dend from DKrio to DKrlS 
was proposed. 

The bank said it expected 


core earnings to grow fur- 
ther in 1998, when the Dan- 
ish economic recovery is 
expected to continue and 
high trading levels in the 
securities and foreign 
exchange markets are antici- 
pated. 

However, the final result 
would depend on how mar- 
ket trends affected the 
investment portfolio, it 
warned. 

Net interest and fee 
income last year fell about 
DKrl24m to DKr8.04bn, 
although total lending, 
including mortgages and 
reverse repo loans, grew 34 
per cent to DKr 210 tm. Secu- 
rities and foreign exchange 
earnings rose from DKr954m 
to DKri.4bn. 


Expenses fell DKrl90m to 
DKriMlbn, although the 
bank said activities had 
grown with the establish- 
ment of branch offices in 
Oslo and Helsinki and the 
acquisition of Trevisa. the 
Swedish investment com- 
pany, during the year. 

Loss provisions were cut 
from DKr963m to DKr499m 
after a peak of DKr4.6bn in 
1992. The bank described the 
current level of provisioning 
as "historically low". 

Although Denmark. has 
opted out of European 
monetary union, some 300 
staff have undergone train- 
ing to help them assist 
Danish companies when the 
single currency , is imple- 
mented. 


EUROPEAN NEWS DIGEST 


Orange, Viag 
join for bid 


Orange, the fast-grmrfhg UK mobile phone o^mr. las 
joined forces' with Viag. the German conglomerate, to bid 
for one of the two new Swiss mobile 
are expected to be awarded in Aprfl. The two companies, 
whichplanto invest more than SFrlfrn <$684m;. won Aus- 
tria’s third mobile licence last year, as partners intne 
Connect Austria consortium, but face tougher opposition 

in Switzerland. ... 

Until last week, the front-runners among the six mobile 
bidders were Sunrise, in which British Telecom- 
munications and Tele Panmaris have a stake, and Dxax, 
part-owned by SBC Communications of the US. Both are 
getting up nationwide fixed-wire networks to compete 
with Swisscom, the stateowned telecoms company, and 
are majority-owned by Swiss shareholders. However, last 
week Thomas Scfamidheiny. a wealthy Swiss investor and 
Switzerland’s Sandoz Foundation, formed Fortel to bid for 
a mobile licence with Germany’s Mannesmann Eurokom 
and Airtoucb of the US. 


Unlike -many other countries, the Swiss will award the 

new licences after a beauty parade rather than on the 

h ff gyc erf flie hi ghest price offered. As a result, Fortel and 
Orange are both emphasising the employment-creating 
opportunities of their proposed investment and are sitoig 
their headquarters in economically weaker parts of Swit- 
zerland. Orange plans to float its Swiss sister company on 
the local stock market if it is successful in winning a _ 
i,renr» William Ball Zurich 


BANKING 


BHF ahead 24% for year 


BHF-Bank, the medium-sized German bank, raised operat 
tag profits 45 per cent last year to DM374m ($205. 7m), 
This was after a big increase in loan loss provisions to 
cover risks in the German and international markets. 
including Asia, Pre-tax profits showed a 24 per cent gain 
to DM474m as a result of profits on equity stakes held by 
Charterhouse of the UK, in which BHF is selling its 50 per 
cent holding, and on the sale of its stake in Ziynostenska 
Rankfl in the Czech Republic. Profits from the stake in 
Charterhouse itself will show through In the 199B.resu]ts, 

BHF, which has been. the. subject of takeover specula- 
tion, said operating income. benefited from big rises in net 
interest wyrnmp and commission business. Financial trad- 
ing profits, however, did not match the high level of 1996. 

T-nan loss provisions more than doubled to DM475m, to 
cover all conceivable credit risks. However, BHF said its 
net exposure to Asian problem countries was only 1-5 per 
cent of group lending volume. The hank used profits from 
its equity portfolio to finance the loan provisions. The div- 
idend is held at DMl.45 a share. 

Andrew Fisher, Frankfurt 


PHARMACEUTICALS 


Report of downturn hits Hoechst 


yrfrm- pg in Hoechst, the German chemicals and pharmaceu- 
ticals group, fell more than 3 per cent yesterday after a 
German ma gazine rfaimpH inter nal company reports 
showed the company’s 1997 profits were below market 
expectations. Capital magazine said provisional figures 
showed Hoechst’s pre-tax profits fell 42 per cent to 
DM3. 071m (JL69bn). SO per cent below Hoechst’s target. It 
said group net profit was DMLTbn, 2frper cent below plan. 

Hoechst refused to comment on the reports. It is due to 
publish provisional figures fra* 1997 later this month. Ana- 
lysts had expected Hoechst’s 1997 profits to be sharply 
lower following exceptional gains from disposals in the 
previous year but analysts said they were surprised by 
Capital’s reported figures. Hoechst shares closed at about 
DM6&30, down DM2.30, at the end of electronic trading in 
Frankfurt Graham Bowley, Frankfurt 


EUROPEAN COMMISSION 


Go-ahead for insurance merger 


The European Commission has approved the meiger-of 
the insurance and financial services businesses of Zurich 
Insurance and BAT Industries. The Commission said that 
in life and non-life insurance the situation resulting from 
the merger - to be known as Zurich Financial Services 
(koup - would not lead to competition problems. It added 
that strong competitors in the reinsurance and asset man- 
agement markets would mean the merger did not create 
car strengthen a dominant position that could impede 
effective competition in Europe. Emma Tucker, Brussels 


ENERGY 


Petrofina to absorb Fina 


Petrofina, the Belgian energy group, yesterday announced 
a definitive merger agreement by which Fina of the US 
win become a wholly owned subsidiary. 

Petrofina already owns 85 per cent of the Class A shares 
of Fina and all of the Class B shares. Fina stockholders 
will receive $60 and a warrant to purchase nine-tenths of 
one Petrofina American Depositary Share at an exercise 
price of $42^25 for each share they own. Mike Smith. Brus- 
sels 


REPROGRAPHICS 


Acquisitions help Oce advance 


Ocfi, the Dutch reprographics group, pushed net p r o fi ts 
39.6 per cent higher last year to FI 236.7m on 

sales ahead 30.3 per cent at FI 5. 44b n. Acquisitions, nota- 
bly of a printer division from Germany’s Siemens Nixdorf, 
along with e x chan ge rate shifts spurred much of the gain. 

Autonomous growth, in revenues was given as 6 per 
rent. A final dividend of FI 2.40 a share brings the total to 
FI 3.70. up from FI 3. This is drawn from earnings of 
FI 1L45 a share compared with FI 9.06. 

• . Gordon Cramb, Amsterdam 
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COMPANIES AND FINANCE: EUROPE 


m 


Disposal plan unveiled as Swedish bank announces rise in profits to SKr 7 . 82 bn for year 


"andelsbanken to spin off property side 


By Tim Surt.mstocHtolrii 
Svenska Handelsbanken, 

Sweden's largest harifc yes- 

terday announced plans -to 
demerge, "the SKrS.lbn 

(S753m) prop e rt y portfolio, it 

inherited. -.following vlast 
year's SKr23bn acquisition 
of Stadshypotek, the mort- 
gage lender. . . 

The bank said, shares in 
stadshypotek Fastigheter - 
c omprising 14 property man- 
agement companies and four 
hotel .subsidiaries - would 
be distributed to investors 


before. it Is listed on the 
Stockholm stock exchange 
this summer. . • 
Handelsbanken is the lat- 
est Nordic, bank to announce 
plans to divest non-core 
. property activities. Last 
year. Swedbank said it 
would demerge the Manda- 
mus property group acquired 
along with. FSrexdngsban- 
ken. MeritaNordbanken, the 
Finnish-Swedish banking 
group, has also vowed to dis- 
pose Of p r ^ pf i pl y 

held in Finland. 

' Outside the hankfng sec- 


tor, construction groups 
Skanska and NCC have also 
started to spin off such prop- 
erty portfolios. Yesterday, 
Skanaka said it was selling 
property in central Gothen- 
burg for SKrtTOm. 

Handelsbanken. mean- 
while. said that Stadshypo- 
tek Fastigheter had enjoyed 
a surplus on property man- 
agement of SKr96m. 
• achieved on total annual 
rental income of SKr743m. 

As part of the demerger, 
the bank has decided to sell 
.property to Stadshypotek for 


SKrl.4btL It will also inject 
$Kr2bn of capital into the 

business before it is listed. 

Arne Martensson, Handels- 
banken chief executive, 
announced the move after 
reporting increased profits of 
SKr7-S2bn for 1997. up from 
SKr6.72bn previously. The 
results were achieved on 
interest income up from 
SKr40.2bn to SKr56.4bn. 

“Most of the increase in 
net interest income Is the 
result of higher lending vol- 
umes due to the acquisition 
of Stadshypotek," said Mr 


Martensson. That helped off- 
set a 72 per cent fall - from 
SKrt.Hbn to SKr593m - in 
net income from financial 
operations. following 
depressed earnings on inter- 
est-bearing securities and 
trading operations. 

While the bank said it had 
reduced its loan losses last 
year by 83 per cent to 
SRr302m, it warned that its 
exposure to crisis-hit coun- 
tries in south-east Asia 
totalled SKr3.4bn. 

"The bank has made the 
necessary provisions for pos- 


sible loan losses in the coun- 
tries," Mr Martensson said. 

Handels banken’s exposure 
to Thailand, Malaysia, the 
Philippines. South Korea 
and Indonesia represented 
0.47 per cent of its total lend- 
ing to public and credit insti- 
tutions. 

Earnings per share were 

up from SKr21.32 to 
SKr25.15. and a final divi- 
dend of SKr6.oO is proposed, 
compared with SKr5 in 1996. 

Handelsbanken ’s most 
commonly traded A shares 
rose SKr4 to SKr323. 


Bidders line up for stake in Spain’s FCC 


By Tom Bums 
hi Madrid . 

Competition is intensifying in the 
battle for a 28 per cent- stake in 
Foment o de Constmcciones y 
Contratas (FCC), one of Spain's 
largest listed conglomerates, with 
leading domestic and international 
groups showing interest.". 

Advisers on the disposal said 
yesterday that they bad requested 
additional information from 
potential buyers and that' the 
transaction, .which is worth at least 
PtaiiObn ($7l4m), could be 


completed within three mnn»h«i 

FCC, which was Spain's biggest 
construction group in terms of 
sales last year, has identified two 
foreign, bidders: France's Generate 
des Eaux and Empresas ICA, 
Mexico's - largest construction 
group. 

The three domestic bidders - 
Dragados, Acciona and Ferrovial - 
rank immediately after FCC in 
terms of sales. 

A sale to one of those three 
would shake , out the domestic con- 
struction sector and create a dear 
market leader. '• 


Dragados - which has submitted 
its offer through Banco Hispano 
Americano, one of its main share- 
holders - already has a cross- 
shareholding arrangement with 
FCC, as well as a joint venture for 
international business. 

Acdona is the result of a merger 
last year between Cubiertas and 
Entrecanales. while Ferrovial took 
over rival Agromfin from the 
Banesto banking group in 1995. 
Both groups are likely to seek 
further acquisitions if their FCC 
bids faiL 

However, In a statement to Mad- 


rid's stock market regulator, the 
conglomerate said all the bids were 
provisional and that there could be 
additional offers. 

The stake is for sale because of a 
falling out between two 
multi-millionaire sisters, Alicia and 
Esther Koplowiiz, who jointly 
control FCC through a bolding 
company. 

Alicia’s disposal of her 50 per 
cent stake in the holding company 
- which represents 28 per cent of 
FCC’s share capital - means that 
the winning bidder will be 
acquiring shared control of the 


Sharp rise seen 
in European 
equities value 


conglomerate with Esther. 

Alicia has set a minimum price 
for her stake, and a matching sum 
for Esther's equity has been set as 
part of a clause to allow Esther to 
withdraw from the holding 
company. 

In addition, potential buyers 
have been asked to outline man- 
agement ideas for FCC. Beyond 
saying that she wants a new part- 
ner to prevent FCC's break-up and 
enhance its potential. Esther has 
not revealed what strategy she 
wants to develop for the conglom- 
erate. 


By Marie Mulligan 
and Clay Harris 

The combined value of 
continental European equi- 
ties will almost treble, to 

more than $16.000bn. 

between now and 2005. 

according to this year's 
Reuters survey of large 
companies. 

The survey, designed to 
identify* 350 continental com- 
panies' favourite brokers, 
equity researchers and fund 
managers, concluded that 
Europe represented the larg- 
est emerging stock market 
in the world. 

It attributed the growth to 
ongoing privatisations, and a 
developing trend away from 
debt to equity for capital 
raising among companies. 
Correspondingly, corporate 
and personal pension funds 
were putting more money 
into shares, according to the 
findings. 

US fund managers scooped 
this year's awards, reflecting 
their aggressive shift to the 
immature, price-volatile 
European markets. 

Fidelity Investments won 
best individual fund man- 


ager. and best group as 
judged by the companies' 
finance directors. 

The survey suggested that 
domestic European and UK 
brokers and fund managers 
were being squeezed by the 
big US groups as the 
removal of currency 
volatility through European 
monetary union created a 

single European share 
market. 

SBC Warburg Dillon 
Read's analysts were placed 
first overall by fund manag- 
ers. They ranked first in the 
opinion of US fund manag- 
ers. while European fund 
managers preferred Gold- 
man Sachs, placed second 
overall. 

UK fund managers put 
Merrill Lynch - third overall 
- in their top slot. Also in 
the top five overall were 
Deutsche .Morgan Grenfell 
and NatWest Securities. The 
latter has been sold to Bank- 
ers Trust. 

199S Reuters Survey of 
European Larger Company 
Investment Research. Sales & 
Trading. Tempest Consul- 
tants Telephone: *44 171 63S 
S7S9. £250!$400. 




By Kalg Simontan, 

Motor Industry 
Correspond en t . 

Audi, the executive curs 
subsidiary of Germany's 
Volkswagen group, could 
raise output by up to 10 per 
cent this year to about 
600,000 vehicles on the bade 
of buoyant demand for its 
expanded range- 

However, Mr Peter Abele, 
finance -director, warned 
any further increase beyond 
that would meet capacity 
constraints at Audi's two 
German plants. Further 
growth would come only 
from growing output abroad 
and from -the removal of 
bottlenecks In Germany. 

w If business in our high- 
volume markets develops 
satisfactorily, we shonld be 
able to consolidate the rap- 
idly increasing sales of 
recent years at a high- level 
or even improve on them." 

Turnover in 1997 jumped 
19 per cent from DMiSJttm 
to DM22. 4bn ($Z2.3bn). 
while output climbed 13-5 
per to alwiort • 558,000 
units . 

Mr Abele declined to give 
any profits figures ahead of 
the group’s resnlts next 
month. Analysts expect a 
big boost in profits, from 


DM846 before tax in 1996, 
-thanks tothe sharply. 
output and steady shift 
towards high-value models. 

However,. Mr Abele 
warned that any profits rise 
-would be limited by the 
company's unprecedented 
-spending on new models and 
capacity. Investments last 
year rose 36.5 per cent to 
DM2bn. - • 

Sales were boosted by 
strong demand for the new 
small AS model and much 
higher than expected sales 
of the revamped A6 upper- 
middle range saloon. Audi 
built almost 90,000 A6s, 
about 50 per cent more than 
its conservative initial fore- 
cast Output should rise to 
about 130,000 vehicles this 
year with the launch of an 
estate car variant. 

The company also benefit- 
led from a steep increase in 
demand for its flagship AS 
saloon. Deliveries rose mare 
rilgn 38 per cent to 15.100 
units, taking . output virtu- 
ally to capacity. 

Deliveries rose jh every 
big market European sales, 
excluding Germany, climbed 
12.2 per cent, while German 
sales were, up 9.6' per emit 
In the US, deliveries rose 
almost 25 per cent to more 
t han 34,000 units. 


Restructuring costs 
hurt SE-Banken 


By Tim Burt in Stockholm 
Profits at Skandinavxska 

Enskilda Bank®, were held 
back last year by restructur- 
ing costs of SKrl.47bn 
($l8lm) following its 
SKrl6.8bn merger with 
insurer Trygg-Hansa. 

The financial services 
group yesterday posted a 42 
per cent fellin pre-tax prof- 
its. from SKr7.3lbn to 
SKr4J3bn, although income 
fell only modestly, from 
SKr2L8tm to SKr20^bn. 

Jacob Wallenberg, chair- 
man, blamed the decline 
partly on the failure to cot 
costs rapidly enough after 
the Trygg-Hansa deal 

“Due to the work with the 
merger with Trygg-Hansa 
last autumn, our planned 
rationalisation programmes 

have not been put into 
proper focus, Now. however, 


these programmes are in full 
swing," he said. 

As part of the restructur- 
ing, more than L500 employ- 
ees are expected to lose their 
jobs over two years. Mr Wal- 
lenberg said the redundan- 
cies would be covered by a 
SKr2.35bn provision,, of 
which SKrL47bn was taken 
agains t the 1997 figures. 

The group’s figures .were 
also undermined by a 40 per 
cent decline in results from 
finan cial transactions to 
$Kr3.7Sbn and a 22 per cent 
fall in “other operating 
income” to SKrl.24bn- 

On a pro-forma basis, earn- 
ings per share for the 
enlarged group fell from 
SKT1057 to SKM.01. . 

A dividend of SKrS is pro- 
posed, up from SKr2.75. 
SE-Banken’s most commonly 
traded A shares rose SKr450 
to SKrlffi. . . 
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More in 1898 , more in 1998 



In the ardihrea ol Thu Pferpont Morgen library in New York, the historic syndicate boots 
ofi.fi Morgtsi 8 Co. record the Urn's early public market equity and debt underwritings. 



A century ago, J.P. Morgan & Co. brought promising young 
companies and prominent investors together to create what 
grew to be the world's most successful corporations - 
General Electric, U.S. Steel, and others. 

Today, the "books" recording our equity transactions have given 
way to computers. But the printouts still include many of the 
world's leading companies, most promising enterprises, and 
most powerful investors. 

Issuers and investors know they can rely on us, as perhaps on 
no other firm, for fair dealing, execution of the highest quality, 
and support for the long term. 

That's because at J. P. Morgan we provide our clients with more- 
More objective advice. More in-depth, standard-setting research. 
More trading support. And more of a commitment to make 
issuers' and investors' endeavors work far into the future, just 
os we did 100 years ago. 

Today, issuers and investors alike know they can depend on 
J.P. Morgan's performance, long after the books are closed. 

www.|pmorgan.com 


JP Morgan 


strategic advice ■ merger* & acquisitions • capital raising • straps & deruratives e credit arrangement & loan syndication m sales & trading « asset management 




18 


FINANCIAL TIMES WEDNESDAY FEBRUAR Y 18 1998 

COMPANIES AND FINANCE; THE AMERICAS 



SPX launches $3bn bid for Echlin 


By Haig Simonfan, 

Motor industry 
Correspondent 

The relentless consolidation 
of the world vehicle compo- 
nents industry continued 
yesterday with a $3bn hos- 
tile bid by SPX, a US parts 
group, for rival Echlin. 

SPX launched Its cash and 
shares offer, worth £48 a 
share, directly to Echlin 
shareholders after merger 
talks with the company’s 
board broke down. 


Echlin's shares rose 
sharply after the offer, 
which represented a 23 per 
cent premium on the closing 
price last Friday. The offer 
comprises stock valued at 
$36 a share and S12 a share 
in cash. 

In a growing trend in the 
industry, the bidder is con- 
siderably smaller, but much 
leaner, than its target SPX, 
based in Michigan, had sales 
of $922m last year. About 
half its turnover comprised 
aftermarket sales, with the 


rest being “original equip- 
ment” to carmakers. 

Turnover at E chlin , which 
mainly makes parts for 
brake systems and engines 
in the aftermarket, 
amounted to $3.6bn in its 
last financial year to Sep- 
tember. The company, based 
in Connecticut, lost $47zn 
last year. 

SPX. which has already 
been given antitrust 
approval for the offer, must 
remove a poison pill which 
prevents any acquirer taking 


more than 20 per cent of 
Echlin's shares without 
board approval. As a result 
SPX has asked Echlin’s 
shareholders to push 
through an amendment 
removing the restriction. 

SPX, which already owns 
about 1.8 per cent of Echlin's 
stock, said it saw “enormous 
room" for productivity 
improvements at Echlin. It 
estimated cost savings of 
$l25m in the first year after 
closing and 5175m in the sec- 
ond year. 


The company said it saw 
considerable scope for sell- 
ing off Echlin's “underper- 
forming assets", while prof- 
its would be enhanced by 
catting about 3,000 jobs - 
nearly 10 per cent of Echlin’s 
workforce. Echlin already 
planned to cut 1,200 jobs. 

If the deal goes ahead, the 
combined group would gen- 
erate slightly more than half 
its turnover from aftermar- 
ket sales, and about a third 
would come from original 
equipment supplies. 


SPX has been revived by 
John Blystone, a former 
General Electric senior man- 
ager who took over .as chief 
executive about two years 
ago. He has pushed through 
a vigorous restructuring, 
with the sale of underper- 
forming units, job cuts and 
the introduction of economic 
value added techniques to 
improve productivity and 
earnings. 

The tactics pleased inves- 
tors, who have pushed SPX's 
share price sharply higher. 


Sagansky spoils 
Sony’s party 


C elebrations to mark a 
turaround in Sony's 
Hollywood film for- 
tunes have been interrupted 
by the ill-tempered depar- 
ture of Jeffrey Sagansky. co- 
president of the group's film 
and television programming 
arm. 

Less than is months after 
Nobuyuki Idei, group presi- 
dent. installed his hand- 
picked executive team and 
restored long-absent order to 
the executive suite of Sony 
Pictures Entertainment, the 
division's future direction is 
once more in doubt 
Following last month's 
installation of a Japanese 
executive to replace a US 
national at the head of the 
group's US electronics 
operations, the resignation 
will also raise' questions over 
global management strategy. 

Mr Sagansky. 46. stalked 
off-stage on Monday com- 
plaining that his responsibil- 
ities for international strat- 
egy and business 
development were to be 
diluted and diverted to 
Tokyo headquarters. 

“The terms under which 1 
accepted this assignment 
almost a year and a half ago 


have changed." he said. The 
company decided at a Febru- 
ary S meeting of Sony Corp. 
its main US subsidiary, to 
change its international 
businesses “in ways differ- 
ent from my undemanding." 

No decision has yet been 
made on any replacement. 
That will be resolved after 
talks between Tokyo and 
John Galley, the 68-year-old 
61m executive at the head of 
the SPE team, and his two 
remaining cohorts, co-presi- 
dent Bob Wynne and Tokyo 
liaison man Yuki Nozoe. 

Mr Sagansky. an aggres- 
sive television executive 
who had ambitions to run 
Sony Corp when Michael 
Scholhof was forced out in 
1995, has left at a high point 
in the fortunes of SPE. The 
company, which embraces 
Columbia and TriStar stu- 
dios and a successful inter- 
national TV programming 
business, last year set a 
record at the US box office 
with hits such as Men m 
Slack and My Best Friend's 
Wedding . Gross takings of 
almost £l.3bn were the high- 
est recorded for a single 
company. 

SPE's international 



Pr aam team that soured: Nobuyuki Idei, (second left) Sony Corp president, n«nfcprf by SPE 
executives Yuki Nozoe, John Calley, Jeff Sagansky and Bob Wynne 


operations. Mr Sagansky ’s 
department, have also devel- 
oped quickly through invest- 
ments such as the acquisi- 
tion of the Telemundo 
Spanish-language TV net- 
work. and consolidation of 
the r jnamq interests in the 
merger of Loews with Cana- 
da's Cineplex Odeon. 

Its ambitions in the inter- 
national market for enter- 
tainment software were 
underscored only last week 
when it announced the 
establishment of a produc- 
tion company to be based at 
the moribund Babelsburg 
film studio outside Berlin. 

But Mr Sagansky appears 


to have fallen foul of a con- 
flict between his own ambi- 
tions to direct foreign soft- 
ware operations and Mr 
Idei’s larger responsibilities. 

“Mei is looking to have a 
more assertive role in integ- 
rating Sony’s hardware and 
software operations." says 
Christopher Dixon, a senior 
analyst at PaineWebber. 

In such circumstances, 
when it came to allocating 
resources between factories 
and film or television pro- 
duction. it was easy for a 
man in Mr Sagansky’s posi- 
tion to be squeezed between 
the conflicting interests. 

In an interview with Vari- 


ety, Hollywood's daily news- 
paper, Mr Sagansky himself 
suggested Impending 
changes more deep-rooted 
than the departure of a sin- 
gle executive. Tokyo's desire 
for a “more hands-on" 
approach would lead to reor- 
ganisation of all interna- 
tional operations, he said. 

The strategy may lead to 
more hurt feelings and 
departures, but Mr Idei is 
unlikely to have any diffi- 
culty attracting replace- 
ments. 

Christopher 

Parkes 


Lucent to buy HP unit 


Lucent Technologies, the US 
communications equipment 
supplier, said yesterday it 
would acquire Hewlett-Pack- 
ard’s fixed wireless equip- 
ment unit and that it 
planned to launch its own 
business based on the micro- 
wave communications tech- 
nology. Reuters reports from 
Murray Hill. New Jersey. 

Lucent said it would buy 
HP’s local multipoint distri- 
bution service wireless busi- 
ness and launch a new wire- 
less broadband networks 
unit of its own, based in Mil- 
pitas. California. 

Financial terms were not 
disclosed. 

The LMDS business unit, 
part of HP’s Video Commu- 


nications unit, allows data- 
in tensive voice and video, 
even television signals, to be 
transmitted over the air- 
waves to locations within 
the line-of-sight of LMDS 
antennae. 

Lucent’s move came a day 
before the US Federal Com- 
munications Commission 
was set to begin auctions of 
the radio airwave spectrum 
that LMDS technology is 
designed to use. 139 compa- 
nies have qualified to bid. 
They are expected to offer 
telephone, video and inter- 
net services. 

The technology allows 
wireless access to data net- 
works at speeds of up to 45 
megabits a second, the 


equivalent of 30 times the 
speed of a heavy duty office 
phone line or more than 
1,500 times the speed of typi- 
cal PC modems. 

Strategic Group, a market 
research company, estimates 
that the US market for 
LMDS equipment will grow 
to at least $3bn in the next 
10 years. 

Lucent, the largest US 
telecoms equipment sup- 
plier, has moved swiftly to 
embrace new business areas 
since it was spun off from 
AT&T, the telecoms group, 
in 1996. 

Last month it reported a 
31 per cent increase in net 
income to Sl.l2bn in its first 
fiscal quarter. 


P & U appoints 
ex-Nabisco head 
chief of finance 


TECHNIP 1997: STRONG GROWTH 
IN A DIFFICULT ENVIRONMENT 

The Board of Directors of TECHNIP. meeting on 12 February 1998 under the 
chairmanship of Mr Pierre VAIL LAUD, reviewed die Group's preliminary consolidated 
results for 1997. 


Consolidated results 

1997 

Increase 

nn mi/lwws of Frencii FnKil 


over 1996 

Turnover 

11 868 

17 % 

Group net earnings 

627 

17.4% 


[unauJitedt 

• 1 997 group net earnings, incorporating a rise in corporate taxation for 1 997. improved 
by 17.4% without any impact from the fluctuations in Asian currencies and the US 
dollar as a result of the group's continuing prudent foreign exchange management. 

1997 fully diluted earnings per share improved to FFr 36.70 per share from FFr 31 .80 
per share ior 1996. 

• Consolidated turnover for i 997 increased by 1 7% to FFr 1 1 .9 billion, incorporating half 
year’s sales from the recently established Krebs-Speichim company. This company was 
consolidated for the first time using the proportional method 190%). For comparative 
purposes the turnover increase would be 16.6% not including Krebs-Speichim. 

• The turnover confirmed the mid-year trends: slowdown in Asia and the Americas and 
growth in Western Europe and Africa. 


Breakdown of turnover by geographic areas 

Western Europe 

C.I.S. / Eastern Europe 

Middle East 

Asia 

Africa 

The Americas 


Oil and petrochemical operations continue to account for 76% of group sales with 
modest growth in the refining segment 
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By Daniel Green 

Shares in Pharmacia & 
Upjohn, the troubled US- 
Swedisb drugs company, 
rose after the company 
announced the appointment 
of a new chief financial offi- 
cer and 1997 results in line 
with analysts’ expectations. 

The new finance director 
is Christopher Coughlin, for- 
merly president of Nabisco 
International, part of the 
food business of US company 
RJR Nabisco. 

He takes over from Bob 
Salisbury, one of the few 
senior executives remaining 
from before Pharmacia 
merged with Upjohn in 1996. 

Before joining Nabisco Mr 
Coughlin, 45, worked in the 
pharmaceuticals industry 
including two years to 1995 
as chief financial officer of 
another drugs company. 
Sterling Winthrop. 

P&U shares gained SKri3 
to SKr328.50 in Stockholm. 

The company’s results for 
1997 showed a continuing 
decline in sales and profits. 
It took a $493m charge in the 
last quarter, of which 5343m 
was for restructuring and 
Sl40m to buy marketing 
rights to two products, Geno- 
tropin, a growth hormone, 
and thrombopoetin, which is 
being tested as a cancer 
treatment 


P&U said there would be a 
further restructuring charge 
in 1998 of "less than 5100m”. 
This "relates to restructur- 
ing charges announced at 
the end of the third quarter”. 

Net sales far the year fell 5 
per cent from 56.7bn to 
$6.4bn, excluding disposals. 
Net earnings fell 26 per cent 
from $997m to 5739m. before 
non-recurring items, and the 
diluted earnings per share 
also fell 26 per cent from 
5L90 to $L4L 

P&U blamed generic com- 
petition for its older prod- 
ucts. currency movements 
for depressing fourth quarter 
sales by 6 per cent, and a 
change in sales incentives 
which had boosted the last 
quarter of 1996. 

Among the few bright 
spots in the company’s for- 
tunes were new products 
such as Xalatan for glau- 
coma and Detmsitol for 
incontinence. 

Xalatan had sales of SS6m 
in the fourth quarter and 
5165m for the year. Detrasi- 
tol was launched in its fust 
market, Sweden, in October 
1997. Over the following two- 
and-a-half months, the drug 
“recorded higher sales than 
any other pharmaceutical 
product in the company’s 
history." said P&U. 

Lex. Page 14 


Axa and 
MetLife 
in benefit 
network 

By John Anthers in New York 

Metropolitan Life, the US 
insurer, and the Axa. Group, 
the French multinational 
financial services group, 
yesterday announced they 
were forming a global 
employee benefits network 
in an attempt to improve 
service to multinationals. 

The so-called “Maxis" net- 
work will allow MetLife to 
buOd links outside the US. It 
i m pro v e s its chances of ben- 
efiting from the privatisa- 
tion of welfare states in 
western Europe, which is 
expected to lead co m panies 
to spend more on employee 
benefits! 

Ian Solomon, MetLife 
vice-president, said: “The 
impact of the privatisation 
of social security, particu- 
larly in western Europe, will 
cause the number of private 
sector employee benefit 
plans to. grow. That will 
benefit a network arrange- 
ment such as ours.” 

The deal also expands 
Asa’s reach in the US. Asa 
already has a stake in Equi- 
table. one of the largest US 
life assurers. However, Equi- 
table has little risk-baaed 
employee benefits business, 
and concentrates on fund 
management. MetLife is the 
leading provider of risk- 
based employee benefits in 
the US, and the deal gives 
Axa access to a growing sec- 
tor of the US market where 
it had previously lacked rep- 
resentation. 

The two companies hope 
to make economies of scale 
by pooling the results for 
employee benefits'- such as 
group life, disability and 
accident insurance and med- 
ical insurance - across the 
full range of countries 
where a company operates. 

Multinationals are a grow- 
ing source of business for 
employee benefits providers. 
Gerard Mdneroud, chief 
executive of Axa Courtage- 
Collectives in France, said 
the world was “becoming a 
global market place for 
employee benefits". , 

The benefits programmes 
for small subsidiaries can 
often be expensive for large 
employers to run. Even if 
there are relatively few 
claims. It is difficult for this 
to be reflected in lower 
insurance costs for the com- 
pany. Under the new net- 
work, claims across a multi- 
national will be aggregated, 
allowing the payment of 
what MetLife calls an “inter- 
national dividend". 

Axa and MetLife are also 
hoping seek for economies 
of scale from reduced 
administrative and report- 
ing costs. By providing con- 
solidated accounts across a 
multinational's subsidiaries 
they hope to save money 
and improve service. 


AMERICAS NEWS DIGEST 


Advisers named 
for Telebras sale 

The Brazilian National Development Batik (BNUES) 

yesterday confirmed that Salomon Brothers and Morgan 
Stanley had won the mandate to advise the govemmmt 
on the sale of Tefebris. the telecoms company, in what 

wffi be one of the biggest privatisations. 

Salomon and Morgan Stanley came top in aroMtott 
contest for the mandate after they proposed the lowest fee 
of 0.07 per cent of the value of the sell-off 
petition from two other consortia which included Merrill 
Lynch. N M. Rothschild. Klelnwort Benson and C5FB. 

Telebras ts to be broken up Into 13 separate companies 
and sold to industry bidders. The auctions, winch the gov 
ammont hopes will be completed by the end of July, are 

expected to raise USJ20hn-530bn. . , 

Geoff Dyer and Wfflmm Lewis, Sao Paulo 

■ ORACLE 


Network computer chief quits 

Jerry Baker, chairman of Oracle's Network Computer 
operation, has resigned, the company said yesterday. The 
decision was "mutual" between Mr Baker and NCTs board 
of directors, it said, adding that Mr Baker’s replacement 
would be David Roux, an Oracle executive vice-president 
in charge of mergers and acquisitions and corporate 
development. 

Oracle declined to comment further abo ut wh y Mr 
Baker, a 14-year veteran of the database software group, 
had decided to leave. Mr Baker started NCI for Oracle two 
years ago. The of the unit was to develop a cheap 

easy-to-use “network computer", a stripped-down com- 
puter that drew its computing power from corporate or 
public computer networks. 

Larry Ellison. Oracle >^»irman r had appointed NCI to 
come op with technology to unde rmine the popularity of 
the PC and the power of Microsoft, its biggest rival. 

Reuters, Redwood Shores, California 

PLUMBING PRODUCTS 


US Industries buys Zorn 

US Industries is turning itself into the second -largest bath 
and plumbing company In North America through a 
S765m agreed takeover of Znm Industries, a maker of toi- 
lets. bathtubs and drainage products. The deal, which 
merges Zurn with USTs Jacuzzi whirlpool bath subsid- 
iary, is by far Che largest acquisition undertaken by USI, a 
collection of Hanson’s small US businesses, since it was 
demerged from the former UK conglomerate in May 1995. 

John Clark, USI chairman and chief executive, said; 
“The combination of our internationally recognised 
Jacuzzi bath brand with Zam’s high-end bathroom and 
plumbing products and fixtures creates the opportunity 
for excellent cost and marketing synergies.'’ 

Robert Womack, .chairman and chief executive of Zurn, 
is joining the USI board as bead of the group’s newly cre- 
ated bath, and plumbing products division, which will 
have annual sales of $Llbn. Zorn as a whole bag annual- 
ised revenues of $63Qm against SZJbn for USI. 

Under the all-stock transaction, Zurn shareholders will 
receive L6 USI shares for each Zurn shares, Zum’s shares 
jumped $5% to $42ft in early trading. 

Daniel BOgler, New York 

ARGENTINA - . 


YPF posts $877m record earnings 

YPF, the privatised Argentine oil and gas concern, 
increased net earnings last year by 7 per cent to a record 
5877m. in spite of lower international oil prices and a 
higher tax biLL Average oil prices over the year were 7 per 
cent down on the year before, while the company's local 
tax bill was 5100m up. 

However, lower oil prices hit performance in the final 
quarter. Operating income fell to $380m from *4l3m in the 
comparable period, while net income dipped from $21 8m 
to 3200m. In the final quarter prices for West Texas Inter- 
mediate, the reference price for Argentine oil, were 19 per 
cent below the previous year, the company said. Final- 
quarter earnings per share fell to 57 carts from 62 cents, 

while the foil year they rose to $2.48 from $2.31. 

Lower international oil prices meant this year would be 
a year of challe n ges, for YPF,” said Roberto Monti, execu- 
tive vice president “The context of the industry means 
we have to be ever more efficient and intelligent in optim- 
ising operating costs, and in our investment deci- 
sions ... In order to continue creating value for share- 
holders.” Ken Warn, Buenos Aires 

AGRICULTURAL EQUIPMENT 


Deere sees 13% sales advance 

Deere & Co, the US agricultural and construction equip- 
ment maker, said it expected worldwide physical volume 
of sales for the fiscal second quarter to rise by 13 per cent 
compared with the 1997 fiscal second quarter and about 
8J) per cent for the 1998 year ova: 1997. 

The company said worldwide net sales and revenues 
rose 19 per centto «2-84bn in the 1998 fiscal first quarter, 
from SL39bn in the 1997 period. Net income for the period 
rose to 81 cents a share, diluted, from 68 cents a share in 
the year ago period. 

The company said it expected its credit unit’s business 
to improve in fiscal 1998 on strong demand for Deere prod- 
ucts and favourable economic conditions, but that results 
at its Insurance unit were likely to fall below 1997 levels 
because of competitive market conditions. 

Deere said it did art have significant sales to Asia. 

Reuters, MoRne, Illinois 


Survey highlights domination of market by handful of international drinks groups 


Breakdown of turnover by business segment 

1997% 

1996 % 

Refining and Gas treatment 

47 

41 

Upstream oil and gas 

7 

4 

Petrochemicals and fertilizers 


34 

Industries, infrastructures and others 

17 

21 


• The backlog (value of the uncompleted parts of contracts in force I amounted to 
FFr 16.3 billion on I January loog (compared to FFr 12.2 billion on 31 December 19961. 

• These good results, achieved in perturbed world conditions particularly in Asia, 
validate the group’s strategy focused on anticipating industry trends rather than 
fighting for regional market shares. 

Hie financial statements of the company, which are currently being audited by 
the Statutory Auditors, will be submitted to the Board of Directors for approval 
in March 1998. 


TECHNIP 


DBIGIV & CONSTRUCTION 
OF MAJOR INDUSTRIAL PROJECTS 


Diageo tops global spirits league table 


ByJohn WBknan, 

Consumer Industries Editor 

Diageo, formed last 
December by the merger of 
Guinness and Grand Metro- 
politan. has emerged as the 
runaway winner in the latest 
league table of the best-sell- 
tog international spirits 
brands. 

The UK food and d rinks 
group has one-quarter of the 
60 international brands 
which sold more than im 
nine- litre cases in 1997. It 
also has one-third or the 25 
fastest-growing brands, 
including liqueurs such as 
Malibu and Baileys, Johnnie 
Walker Red Label Scotch 
whisky and Smirnoff vodka. 

The survey, to be pub- 
lished tomorrow by Drinks 
International Bulletin, 
shows the domination of the 
global market by a handful 
of drinks groups. 

Diageo, the UK’s Allied 
Domecq. Seagram of Canada 
and Brown-Forman of the 


US. which control more than 
half the top 60 brands, have 
two-thirds of the fastest 
growing ones. 

Among the international 
drinks selling more than Im 
cases in 1997, Bacardi holds 
its position as the best-seller 
with almost 20m cases last 
year. Second and third are 
Diageo’s Smirnoff and John- 
nie Walker Red Label. 

Allied Domecq, with eight 
of the top 60, has the fastest 
growing brand in Sauza 
tequila, which raised sales 
17.1 per cent last year to 
2.4m cases. Seagram sells 
five of the top-selling brands 
- including Chivas Regal 
Scotch whisky, Martell 
Cognac and Captain Morgan 
rum. the fourth fastest grow- 
ing international brand. 

The Canadian group also 
distributes Absolut, the 
Swedish vodka produced by 
Vtn & Sprit, which was the 
seventh best-selling global 
brand at 5_5m cases. 

Brown-Forman bolds tenth 
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place In international sales 
with Jack Daniels bourbon, 
which raised sales 2.1 per 
cent to &2m cases. . 

As in previous years, 
many of the best-selling 
spirits are local or regional 
drinks, little known outside 
their domestic markets. 

For example, Jinxo'Sqju, & 


white spirit largely con- 
sumed in Korea,. far outsells 
Bacardi with sales of almost 
44m cases in 1997. So does 
Bfrassununga 51 cachaca 
from Brazil which, at 26.3m- 
cases last year, saw q gmaT| 
fall in sales. 

The economic turmoil In 
Asia is likely to . affect 


demand for international 
brands, says Drinks Interna- 
tional Bulletin but 1997 was 
a good year for many of the 
drinks companies in the 
region. 

McDowell’S No 1 Indian 
.brandy was the fastest grow- 
ing regional brand with sales 
tip by almost half to 2.17m 
cases. Suntory's Shochu 
Jnhyo sold 3m cases, a rise 
of 42J1 per cent. 

The list of top interna- 
tional brands also includes 
several products from 
regional producers. They 
include Wyborowa vodka 
from Poland, which sold 
6.7m cases, and'Josd Cuervo; 
the Mexican tequila with 
sales of 4.75m cases. 

-The list -includes several 
products from smaller UK 
distillers. WUlism Grant, the 
unquoted Scottish company, 
sold 4m cases' of its Scotch 
"hteky to 3997. While Berry 
vBros. &' Rudd raised sales of 
Cutty Sark 2.7 per cent to 
..L9m cases. - . - - 


f 





X 



.*d"' - 

■: \ 

‘ . N. 



times WEDNESDAY FEBRUARY 1 8 1998 A 

COMPANIES AND FINANCE: ASIA-PACIFIC 


19 




curb Normandy rise 


By Owen RoNnsofi ' 
in Sydney 

Normandy 7 Mining, . Aus- 
tralia's largest gold miner, 
reported a modest increase 
in Interim profits yesterday., 
However, - the result was 
weaker than . expected, 
because of lower zinc prices, 
higher taxation and an 
abnormal loss of A$2.2m 
(US$i.4 6m) on the fall in' 
commodity prices and the 
Australian dollar. 

Net. profit before abnormal 
charges in the six month c. to 
December rose 3.1 per cent 
to A$53-2m. In addition to 
the A$2-2m abnormal loss, 
Normandy incurred, an 
unrealised foreign exchange 
loss of A$7_9m on the weaker- . 
Australian dollar.'. Operating 
profit, however, rose 25 per 
cent to A$275L8oi. 

Normandy, defended Jts 
performance, pointing to l8- . 
year low . gold prices , and ris- 
ing costs. ... 

Robert Champion de Gres- . 
pigny, chairman, said it was 
too early to predict whether 
the full-year performance 
would .surpass the previous, 
year's A$i23m net profit. ’ 
'Gold bad performed well in ' 
the period, maintaining - Nor- 
mandy's position as one of 
the world’s most profitable 
gold companies. 

The performance of the 
group's zinc and commercial 
minerals operations would 



Robert de Crespigny: too early to predict fuD-year result 


make a significant difference 
to foil-year results, he added.. 

Zinc fetched an average 
price of 58 US cents a pound 
for Normandy and earned . 
the company AJ14_2m in the 
period- But the price has 
since falikn by about 10 
cents; to 48 US cents, and 
Normandy has said that 
every one cent movement in 
the price has a A$lm impact 
on after-tax profits. 

. .Normandy’s three main 
gold mines - Mt Leyshoo, 
North Flinders and Superpit 
- are expected to continue' 
performing well and the" 
company was optimistic 
about the gcdd market in the 
second half.. However, 


operations at Normandy's 
Big Bell and 70 per cent- 
owned Cue mines in Western 
Australia bad incurred high 
costs and could be rational- 
ised, analysts said. 

Analysts' forecasts full- 
year net profit range from 
A$117m to A&33m. 

• Rio Tinto, the world's 
biggest miner, is to buy back 
up. to 10 per cent of its 
shares between March 1998 
and August 1999, after it 
won . approval yesterday 
from shareholders in its 
dual-listed partner, Rio Unto 
Of the UK AFX-Asia reports 
from Melbourne. The buy- 
back needed the approval of 
both sets of shareholders. 


Mahindra ploughs Japanese furrow 


By Krishna Gutra 
arid Peter Montagnon 
hi Bombay 

Mahindra and Mahindra, the 
Indian vehicle group, is pre- 
paring to introduce modem 
Japanese-style production 
techniques at its tractor 
plants in order to preserve 
its leading position in this 
Increasingly competitive 
market 

The move - which comes 
after a period of weakness In 
the company's share price 
amid concern over falling 
sales growth and rising 
inventories - will take place 
as soon as management 
reaches a deal with unions 
over pay. It reflects a recog- 
nition that Indian industry 


most modernise in the wake 
of economic reforms that 
were started in 1991. 

The near-monopoly 
enjoyed by the company 
before the reforms has long 
since disappeared. "Being 
globally competitive is now- 
a pre-requisite for survival 
in the local market." said 
Ananri Mahindra, ma nag i ng 
director. 

Mahindra and Mahindra 
has already struck a deal 
with employees at its utility 
vehicle plant to increase 
wages by 30 per cent, in 
return for more flexible 
working practices and an 
improved production Dow. 

“Since reaching the agree- 
ment we have already 
increased output from 68 


vehicles a day to 110 vehicles 
a day," Mr Mahindra said. 
The company aims to lift 
output to 130 utility vehicles 
a day without increasing its 
workforce, substantially 
reducing unit costs. 

The group remains reliant 
on buoyam tractor sales at a 
time when the market for its 
utility vehicles is Oat and its 
new joint venture with Ford 
in passenger cars faces 
severe competition 

Analysts began downgrad- 
ing earnings forecasts after 
tractor industry sales figures 
suggested that, partly as a 
result of bad weather last 
autumn, growth in the trac- 
tor market was slowing and 
that Mahindra and Mahindra 
was losing market share. 


Mahindra and Mahindra 

Share price relative to 
Vie Bombay Sensitive Index 



However. Mr Mahindra 
said the company's sales 
went up 3 per cent in Janu- 
ary despite a 3 per cent fall 


in the overall market. He 
said the company was on 
target to raise its market 
share by one percentage 
point to 27 per cent for the 
year to March. 

He dismissed concern 
about rising inventories, 
which he said was pan of a 
conscious effort to smooth 
production over the whole 
year instead of trying to 
raise it during the peak sales 
period in April. May and 
June. 

Analysts said the build-up 
in Stocks should also enable 
the company to cut overtime 
payments in the coming 
peak season, improving its 
negotiating position in talks 
with unions on the new 
practices. 


Dairy Farm buys into Indonesia group 


By John RiddSng in Hong Kong 

Dairy ' Farm, the international 
retailing arm of the Jardine Group. 
Is to pay US$36. 4m for a 31 per cent 
stake in one of Indonesia's largest 
supermarket groups, in an attempt 
to position Itself in the troubled but 
potentially dynamic economy. 

The agreement with Hero Group 
reflects a trend of mergers and 
acquisitions in the region as interna- 
tional companies seek to capitalise 
on the opportunities created by 
Asia’s financial crises. 

“We believe Indonesia will over- 
come its current difficulties and the 
long-term prospects for the retail 
sector remain good,” said Dairy- 
Farm. Edouard Ettedgui, finance 


director, said tbe group's long-stand- 
ing relationship with Hero Group 
and its founding family were impor- 
tant factors in the accord. 

While the Hong Kong retailer 
emphasised the long-term nature of 
the deal, the financial terms were 
also attractive. Tbe total payment 
represents a cost per share of about 
half Hero's share price in the first 
half of 1997. before Indonesia's finan- 
cial crisis prompted a collapse in its 
share and currency markets. 

Hero group described the accord 
as “a strategic alliance" that would 
strengthen its position in the Indone- 
sian market. "We anticipate many 
international retailers will enter the 
market," said Ipung Kurnia, chief 
executive. 'Dairy Farm is strong in 


the international supermarket indus- 
try'" 

The Hero Group has 71 supermar- 
kets in Java. Kalimantan. Bali and 
Sumatra. It also has East-food out- 
lets, baking operations and conve- 
nience stores. In 1996, it had sales of 
Rpsciobn (US$96m) and operating 
income of Rpl3.6bn. 

Hero and Dairy' Farm have worked 
together since before 1995. when 
they developed the Mitra Toko Dis- 
kan grocery chain. "European or US 
groups might be wary about making 
an investment in Indonesia now,” 
said Mr Ettedgui. "But because we 
know our partner and the market, 
thic is an appealing deal." 

Under the agreement, Dairy Farm 
is buying a bond exchangeable into 


24.55 per cent of the shares or Hero 
and a further 6.6 per cent direct 
stake. The bond is exchangeable for 
Hero shares after five years at no 
additional premium or cost. 

Dairy' Farm will be represented on 
tbe Hero board and will provide 
management resources and exper- 
tise. Michael Kok. Dairy Farm direc- 
tor for south Asia, will join Hero as 
chief operating officer while retain- 
ing his responsibilities at Dairy 
Farm. Mr Kurnia will remain chief 
executive of the Hero Group. 

Tbe investment is to be funded 
from Dairy Farm's existing cash 
reserves. The group said it would 
have “a small negative effect" on 
earnings per share in the early years 
of the partnership. 


ASIA-PACIFIC NEWS DIGEST . 


HK bus operator 
loses franchise 

China Motor Bus Company , which is listed in. Hong Kong, 
has lost its franchise to operate bus routes in the tern- ' 
tory. the government said yesterday. However, ft will be 
free totud for a revised pahkageof 88 buixputes.- ' . . 

CMB has come under attack for tfe poor quality of its. . , 
bus fleet and services, but has held on to its franchise 
under a fare-setting scheme of control, instigated by the 
government fo 1975. While operating bus routes is the . 
company’s core business, his also Jnvhlved in property 
development,; partly in partnership with Swire Pacific, the. 
UK-controlled conglomerate. : . \ ►.* . 

Nldmlea Ng. seo^eiaxyfor trapspqrt, saidne^ofiahe^, J 
forfrancInBe reriewa? wit&- CMB founderaT over 'the route 
rationalisation plan, the bus replacement programme (far 
all vehicles over IS years old) and the extent of govern- 
ment' involvement iirCMB's management _ t ' 

. . „ : Loiase Tjucos, Hong Kong 

■ japan - . ■ - v .'T ! "• 


Mistubishi Heavy cuts forecast 

Poor economic (xanfitiahs ai home aridin Asi a have 
forced Mitsubishi Heavy Industries, the maker of ships 
and heavy machinery, to 'cut its profit forecasts for the 
year to March 31. "• ‘ '• . v .-‘* ’ *•' ' r: f - 

Mitsubishi had already predicted lower profits than last 
year’s net figure of Y110.67bn ($878m>. but yesterday said 
it expected net profits of Y83-0hnthis year rather than ' 
Y95.0bn. Current profits are expected to drop from ' 
Y192.68bn to Y12Q.0bn, compared with an earlier forecast 
of Yieo.Obn. Sales should slip from Y2,730bn to Y2,700hn, 
rather than rise to Y2,800bn. Much of the decline in sales ' 
Is expected to come from the export division, with sales of 
Y900bn compared with the Y970bn forecast last October. 
The biggest falls are expected in power systems and gen-, 
end machinery! Bethan Hutton, Tokyo 

■ AIRLINES 


Air NZ ahead 7% but warns 

Air New Zealand yesterday reported a 7 per cent rise in 
after-tax profits to NZ$82m (TJS$47ro) for the six months to 
December 3! but its share price fell sharply after it - 
warned that fuD-year earnings would be down on previ- 
ous estimates. The group expected a foil-year profit of 
about NZ$150m instead of the NZ$20Qm previously fore- 
cast, as the company and its associate Ansett Australia 
were operating in an extremely challengi n g environment 

Air NZ shares closed down A6per cent at NZ$2^L 

A fall in visitor numbers from. Korea late last year; cou- 
pled with weakness in other Asian markets and a drop in 
traffic with Australia, led to a slight drop in international 
revenues from NZ$866m to NZSSSSm. Revenue from 
nights to the US, Europe and Australia was stable. 

Ansett Australia gave Air NZ an equity-accounted 
profit of NZ$31 9m, compared with NZ$16.7m- 
acquired Australian Jetset Tours operations lost a$9-2ul 
T he airline's result was achieved ona 5 per cent 
increase in total revenues to NZ*L53bn, h £^*Yrisea m 
cargo and related revenues.' Terry Hall, Wellington 

■ BANKING 


National Bank of NZ advances 

.tonal Bank of New Zealand a 
y of the UK’s Uoyds-TSB. yesterday 
t profit of NZJiaem (US$72.6m) . wmpai^.wiffi^97ni 
? year before. Malcolm McCaw. chairman, aud net 
ifit before tax rose from NZ$l30m to NZ$179mas a 
mlt of productivity gains. He said these reCe ^^" 

abased focus on core activities. TerryHaK 


CHINA 


sals boost Citic 

matiopal Trust and Investment Corporation, 
eshin investment company, achieved profits of 
Si 3Sbn) last year, after the sale of some of its 
. boosted income 



te media reporiea 

le's Daily, the official government new^per, 
^e^ormaryyroBis of Yn&35ta from 
some of the mainland Chinese group s shares 
jc. qjua report said operating profits rose 15 
Vt»*l ewe maostrial 



, . in 1997 to YnSbn. 

icSc's overall profits for 1297 is likely to ... 
sSdon about tta group's Plans to tasa* 
overseas, particularly in Asia, as weU as to 

Dvsstmants in Hooting. Shanghai 


You want 



for your DM Pfandbriefe? 

Its easy to see why there is growing interest in German Pfandbriefe. Germany’s 
largest bond market with over DM 1.6 trillion outstanding. First, there is safety. 
Thanks to the stringent legal framework of the Mortgage Bank Act. Pfandbriefe 
have an unsurpassed record for safety. Second, Pfandbriefe usually offer a yield 
pick-up over Bunds. As for liquidity, the emergence of the Jumbo Pfandbrief 
market - with total issuance exceeding well over DM 200 billion since 
mid-1995-has spearheaded the liquidity and transparency of the Pfandbrief 

market as a whole, offering numerous opportunities for spread trading. 

For jumbo. issues (DM 1 billion or more), at least three market-makers pledge 
to quote tight spreads on amounts up to DM 25 million. For traditional Pfand- 
briefe, issuers actively maintain a secondary market. Trading and transparency 
are enhanced by the PEX Index for traditional and lire JEX Index for Jumbos. 
For further information about German Pfandbriefe, please contact 
The Association of German Mortgage. Banks (VDH) in Bonn. Germany. 

Fax (+228) 9 59 02 44; E-mail: vdh@hypverband.de 


The German Pfandbrief 

Solid from the ground up 



GERMANY'S 
MORTGAGE BANKS 

DEPFA-BANK, WIESBADEN 

BAYERISCHE VEREINSBANK AG, MUNCHEN 

HYPO-BANK. MUNCHEN 

DEUTSCHE HYP, FRANKFURT 

FRANKFURTER HYPOTHEKENBANK 
CENTRALBODEN AG, FRANKFURT 

RHEINHYP, FRANKFURT 

BERUN-HANNOVERSCHE HYPOTHEKENBANK AG. 
BERUN AND HANNOVER 

DEUTSCHE GEN05SENSCHAFTS- HYPOTHEKEN- 
BANK AG, HAMBURG 

HYPOTHEKENBANK IN ESSEN AG, ES5EN 

8AYERI5CHE HANDE15BANK AG, MUNCHEN 

ALLGEMEINE HYPOTHEKENBANK AG, FRANKFURT 

WESTHYP. DORTMUND 

WORTTEMBERGER HYPO, STUTTGART 

HAMBURGHYP, HAMBURG 

SDDDEUT5CHE BODENCREDJTBANK AG, MUNCHEN 

DEUTSCHE HYPOTHEKENBANK (ACT.-GE5.J, HANNOVER 

MGNCHENER HYPOTHEKENBANK EG, MUNCHEN 

NORNBERGER HYPOTHEKENBANK, NURNBERG 

DEXIA HYPOTHEKENBANK BERUN AG, BERUN 

RHEINBODEN HYPOTHEKENBANK AG.KfiLN 

N0RDHYP0 BANK, HAMBURG 

SCHLESWIG- HQ L5TEINI5CHE LANDSCHAFT 
HYPOTHEKENBANK AG, KIEL 

BFG HYPOTHEKENBANK AG, FRANKFURT 

LOBECKER HYPOTHEKENBANK AG. LUBECK 

WL-BANK. MUNSTER 

WOSTENROT HYPOTHEKENBANK 
AKTIENGESELL5CHAFT. LUDW1G5BURG 

M.M. WARBURG & CO HYPOTHEKENBANK AG, 
HAMBURG 
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Barclays knocks takeover speculation 


By George Graham 

Barclays' shares dropped 
sharply yesterday after the 
UK bank deflated specula- 
tion that it was on the brink 
of a big takeover. 

Martin Taylor, chief execu- 
tive, declined to comment 
directly on speculation that 
Barclays might merge with 
rival National Westminster 
Bank, but hinted that any 
such deal would have to be 
done by mutual consent. 


NatWest has marip dear that 
it would not consent. 

Barclays' shares fell 6 per 
cent to £i8.i3. against a 2 per 
cent rise for the rest of the 
banking sector, with ana- 
lysts reducing profit fore- 
casts in the wake of worse 
than expected 1997 pre-tax 
profits of £1.72bn (S2.37bn). 

The bank also disap- 
pointed investors by suggest- 
ing that it might buy back 
Just £500m of its own shares 
this year. It carried out only 


half of its £700m repurchase 
programme last year and 
had been expected to make 
up the lost ground. 

Mr Taylor estimated the 
group needed £6.4bn*£6.8bn 
of capital, against sharehold- 
ers' equity of £7.6bn. But he 
said there would be more 
flexibility for buy-backs once 
advance corporation tax was 
abolished next year. 

Technological change, the 
removal of restrictions on 
interstate banking in the US 


and European monetary 
union were all likely to lead 
to a reduction in the number 
of banks worldwide, he said, 
but the timescale remained 
uncertain. “I think the argu- 
ments for banking consolida- 
tion over the next decade are 
compelling,” he said 
Profits were, as expected, 
hit by the costs of disposing 
of its lossmaking BZW equi- 
ties investment hanking 
operation. It took a £34Gm 
loss and restructuring 


charge on the unit's sale to 
Credit Suisse First Boston. 
BZW also made an operating 
loss of £2l9m for the year. - 

The group's core UK bank- 
ing operations, however, pro- 
duced strong returns, with 
operating profits up 12 per 
cent on personal banking to 
S832m and 25 per cent on 
business banking to £974m. 

Mr Taylor acknowledged 
that these levels of profit- 
ability made it harder to 
argue that the UK banking 


Alliance remains on the ground 

T Emma Tucker and Michael 

JL chief executive, draped IATA members 19« rantfnea ftnltoittaTsdiaduiwl 


I n June 1996, Robert Ayl- 
ing, British Airways' 
chief executive, draped 
the Stars and Stripes over 
his shoulders to celebrate 
the announcement of his 
alliance with American Air- 
lines. 

The two carriers assumed 
the US authorities would 
wave the alliance through in 
a few months. Brussels, they 
said, had no jurisdiction. 
They were wrong on botb 
counts. 

Twenty months later, their 
alliance has yet to win 
Washington’s approval And 
far from having no jurisdic- 
tion. Karel Van Miert the 
European Union competition 
commissioner, has swept 
aside legal niceties to make 
himself the principal judge 
of whether the alliance pre- 
cedes. He is unlikely to give 
a verdict until next month. 

In a recent speech. Mr Ayl- 
ing complained of discrimi- 
nation. His principal objec- 
tion is that two other 
alliances - the Star Alliance, 
led by United Airlines of the 
US and Lufthansa of Ger- 


Emma Tucker and Michael 
Skapinker on the proposed 
BA and American Airlines link 




many, and a partnership 
headed by Delta Air Lines of 
the US and Swissair - are 
already functioning, even 
though they have yet to 
receive clearance from the 
European Commission. 

Mr Van Miert says this is 
not his fault: the US authori- 
ties have given the other 
alliances the go-ahead and 
he is powerless to stop them. 
And Brussels says BA and 
American wasted months 
arguing that the Commis- 
sion had no jurisdiction. 

All the airline alliances 
have the same purpose - to 
enable passengers to trans- 
fer between flights, creating 
a worldwide network of 
routes. BA and American 
plan to co-ordinate market- 
ing, pricing and schedules 
and to share revenues from 
their transatlantic services. 

Mr Van Miert’s concern is 
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that the aiiiwH«*= will domi- 
nate important routes, lift- 
ing fares and preventing 
competitors from offering 
services. His initial proposal 
was that BA and American 
give up 353 weekly take-off 
and landing slots at Heath- 
row airport. BA has rejected 
this as excessive. 

There are signs, however, 
that relations between BA 
and Brussels have warmed, 
partly because Mr Van Miert 
is preparing to demand that 
the other alliances cede slots 
too. A compromise between 
them is also appearing 
closer. 

Mr Van Miert, too, has 
been sounding more optimis- 
tic. “Things are moving, but 
we are not at our final desti- 
nation yet," he said last 
month. 

This is no guarantee that 
the alliance will become a 
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reality. However, it appears 
that both sides may be ready 
to shift their ground on the 
number of slots to be given 
up. 

There are, however, other 
issues to be settled before Mr 
Van Miert will give his 
approval to BA -American 
and the other alliances. He is 
demanding that they reduce 
the number of services on 
certain routes where their 
position would be over- 
whelming. 
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This is one area of poten- 
tial conflict with US govern- 
ment officials, who object to 
the idea of setting quotas for 
the business activities of a 
company. 

However, it appears that 
the Commission has per- 
suaded the US that the mea- 
sure would be limited to a 
few specific routes for each 
of the alliances and would be 
temporary - possibly for one 
or two seasons. 

The Commission also 
wants to tackle the domi- 
nant positions EU airlines 
hold in their domestic mar- 
kets by attacking schemes 
under which airlines reward 
travel agents for the number 
of tickets they selL 

Whereas the US encour- 
ages such schemes to 
Increase competition, the sit- 
uation is distorted in Europe 
by the dominance of airlines 
such as BA or Lufthansa 
within home markets. 

“We have to be very strict 
about the relationship 
between Lufthansa and Ger- 
man travel agents, even If 
we encourage Lufthansa to 
set up discount schemes that 
compete with BA in the 
UK,” said a Brussels official. 1 

While Lufthansa quibbles, 
its alliance is operating. 
Even if it wins Mr Van 
Miert’s go-ahead, BA and 
American still have to wait 
for Washington’s approval - 
which might not come 
I before September. 


market was so competitive 
that the biggest banks 
should be allowed to merge. 

Barclays’ return on equity, 
excluding BZW, was 21.8 per 
cent, close to a sector aver- . 
age boosted by the 40.8 per 
cent return of Lloyds TSB, 
the UK market leader. 

Brokers’ 1998 forecasts 
have been edged back from 
£2-8bn to about £2.5bn- 
£2.6bn. . 

Lex, Page 14 

SB fails 
to find 
currency 
antidote 

By Daniel Green j 

The fate of merger talks 
between UK drug companies 
SmithKUne Beecham and~ 
Glaxo Wellcome should be 
revealed in the first few 
days of March. 

This was chief executive 
Jan Leschly’s only reference 
to the proposed merger, dur- 
ing the presentation of the 
company's 1997 results. 

Those figures were hurt 
by the strength of sterling" 
especially against continen- 
tal European currencies, but 
were stm in line with ana- 
lysts’ forecasts. SmithKline 
shares rose 2p to 83Tp. 

Pre-tax profits for the 
year rose 7 per cent to 
£1.65bn (52.75bn). Excluding 
currency effects, the rise 
would have been 17 per 
cent. Turnover fell 2 per 
cent to £7.791m. Excluding 
currency movements, the 
figure rose 7 par cent 
-Pharmaceuticals sales 
rose 5 per emit to £4.57bn» 
including the DPS distribu- 
tion business. Trading proflt 
rose 15 pa cent to £I_24hn. . 

Star products ware Paxil/ 
Seroxat the anti-depressant 
with sales up 39 per cent to 
£899m. and antibiotic Aug- 
men tin, with sales up 17 per 
cent to £925m. US phantUh 
centicals sales grew 16 per . 
cent, excluding. DPS, but in 
France they fell 6 pa cent 
In the consumer. -health- 
care division; whose -prod-' 
nets range from anti-smok- 
ing chewing gum to soft 
drinks, sales rose 11 per 
cent to £2.38bn._ Trading 
profit rose 17 per cent to 
£398m. 

Mr Lescbly said the busi- 
ness had recently won 
important new contracts 
with Wal-Mart, the US retail 
chain. 


F&C moves to 
stop conflicts 


By Joan Eaglesham 

Foreign & Colonial Manage- 
ment yesterday announced a 
tough policy to prevent con- 
flicts of Interest with share- 
holders in the 16 Investment 
mists It manages. 

The move follows, wide- 
spread criticism from inves- 
tors over the way In which 
F&C handled a recent dis- 
pute ova the control of its 
Brazilian Smaller Companies 
Trust. 

: Its move is expected to 

have widespread repercus- 
sions in the £60bn (glOObn) 
investment trust' sector, 
which is on the defensive 
after underperforming the 
UK stock market for four 
years. “This could spell a 
new era for investment 
trusts,” said Justin Harris, 
analyst at HSBC James 
CapeL - - 

FCM is to bar its employ- 
ee from acting as directors 
of any of the trusts which it 
manages. Seven F&C trust 
directors will have to be 
replaced as a result Former 
employees wDl be allowed to 
act only if they have no 
long-term financial arrange- 
ments with FCM. The notice 
period on FCM’s manage- 
ment contract with the 
trusts will also be reduced 
from two years to one. 


Institutional shareholders 
welcomed the move. “It Is 
excellent news for all share- 
holders in the investment 
trust .sector ... we hope 
the rest of the industry will 
follow suit," said Peter But- 
ler, corporate focus director 
at Hermes. At least one Of 
the other big management 
houses is understood to have 
plans to introduce similar 
measures. 

The move goes much fur- 
ther than the current invest- 
ment trust corporate gover- . 
nance guidelines, published 
by the the Association of 
Investment Trust Compa- 
nies. These simply require 
the majority of a board's 
directors to be independent 
of the management com- 
pany. 

Michael Hart, director gen- 
eral of the Association of 
Investment Trust Compa- 
nies, said yesterday that 
there were no plans at pres- 
ent to revise those guide- 
lines, since there was no 
clear agreement on whether 
a completely independent 
board was best. 

Most analysts, while wel- 
coming the move, said it was 
unlikely to trigger further 
corporate activity or to 
address discount levels. 

Lex, Page 14 


Safeway in head 
office shake-up 


By PoflQy Hoffinger 

Safeway, the UK's fourth 
largest food retailer, will 
today announce the resigna- 
tion of a board director and 
a head office restructuring 
in advance of its Christmas 
trading statement which has 
been delayed until next 
week. 

It is . understood that 
George Charters., the direc- 
tor in charge of trading who 
jofrxedrSa&way almost three 
yean ago from Boots, is' 
leaving the company with 
immediate effect 

Although Mr Charters' 
departure is not thought to 
Indicate a further deteriora- 
tion in current trading, it is 
understood the group is 
unhappy with Its progress 
on some fronts. It is under- 
stood to have experienced a 


revival in sales in the last 
two months. However, at an 
average for the 14-week 
period, likely to be about 2 
per cent. Safeway’s sales 
growth remains substan- 
: ‘Sally behind that of the 
industry's 84 per cent 
Following the departure of 
Mr- Charter - who is on a 
two year rolling contract 
with an annual salary of 
£275,000 (9459.000) - chief 
executive ■ Colin Smith is 
expected 1 to take personal 
charge of supply chain and 
product management issues. 

- There' have been the. cause, 
of some of the group’s most 
serious troubles recently. In 
November its shares tum- 
bled when the group 
revealed, that sales growth 
had evaporated, partly 
because of failures In getting 
products to stores. 
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KOREA 

A UNIQUE OPPORTUNITY TO MEET THE NEW LEADERSHIP 
19 & 20 March 1998, The Hilton, Seoul 
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Rand million 

200 Net operating income 
545 Attributable income 
4 741 Net assets fat valuation) 

Cents per share 
159.8 Attributable income 

145-5 Attributable income I before exceptional items) 
N/A Dividends 
1 390 Net assets tat valuation) 

Ordinary shares in issue (million I 
341 Weighted average for the period 
34 1 Total as at the reporting date 


Interim dividend 

An interim dividend No. 144 (coupon No. 154) of 1 1 cents ( 1997: S5 cents) per ordinary’ 
share has been declared, payable on 26 March 1998 to shareholders registered on 6 March 
199S. The share register will be closed from 16 March io 25 March 1998. 

The dividend is payable in the currency of the Republic of South Africa. Payments from 
the United Kingdom will be made in United Kingdom currency at the rale of exchange 
ruling on 17 March 1998. or on the first day thereafter on which a rate of exchange is 
available. 

On behalf of the Board 


B P Gilbertson 
N J Holland 

Johannesburg 
17 February 1998 
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With the recent election of longtime political dissident and opp ositi onlead^JMi’ -Kjum^Dao Jung u President; Korea 
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emergence of a redtdaUy new econonu&vodel^bfthe world’s 11th 
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KEYNOTE OPENING ADDRESS 
Newly-elected President Kim DaeJin 
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ISSUES TO BE.CONSEDKRE3 

* Korea and the global economy 

■ Prospects for economic reform 

* Korea's new approach - a soljrf 

■ Reform of foe badkmgjsatiSna 

* Industrial restructuring 

* Foreign investment 
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INFORMATION TECHNOLOGY 


Mark Selwav • Simulators 



an alliance 




The military is increasingly 
dependent on computer game 
makers to hone battle skills 



s international tension 
mounts over : . United 
.Nations, weapons inspec- 
. tion in Iraq, it will not be 
too surprising to learn that the’ 
country is a popular “virtual desti- 
nation" for military users of com- 
bat simulation technology.. 

What some may find alarming, 
however, is -that -the armed forces 
are becoming increasingly reliant 
on the computer games sector, 
rather than on their own develop- 
ment work, to keep their battle 
simulation maehtnpe and software 
op to date; .... 

In the topsy-turvy post-Cold War 
era, leadership in the development . 
of combat simulation technology 
has shifted from the military to the 
entertainment sector. The popular- 
ity cxf flight simulation among com- 
puter games enthusiasts has 
allowed the games sector to spend 
more, and to develop more flexible 
techniques, thaw the military’s tra- 
ditional suppliers. 

Instead of training depots having 
several separate simulation units 
for individual aircraft, the enter- 
tainment sector. has made it possi- - 
ble for one simulation unit to take, 
an many differ ent roles. 

Before recent cuts, Nam’s large 
defence budgets absorbed the high 
cost of providing combat simula- 
tors to the armed forces. But 
splashing out on supercomputers 
costing tens of millions of pounds 
is not always cheaper than using 
the real thing. And with a good 
flight simulation game costing 
about £100,. defence chiefs are ask- - 
ing why military simulation is 
costing so much. . ........ 

the answer is that lighter pilots 
use visual clues rather than instru- 
ments to fly jets at low altitude. 
For example, if they can see indL . 
vidual leaves they are flying at 
about 50ft above ground. -level. 
Since these dues can be registered 
nearly subconsciously, they are . 
less distracting than- checking a 
digital display, and so allow a pilot- 


to concentrate on" the job. in- hand. 

. Visual clues are a vital element 
of law level flying yet present the 
simulation industry with its stern- 
est djalienge. According to US 
Army Simulation Command, -“the 
10. per cent -level of - detail required 
to make a simulator worthwhile is 
pushing the cost up a dispropor- 
tionate amount to the [extra] func- 
tionality [achieved].” In plain lan- 
guage, this Is the law of 
■diminishing returns.. 

The military has used visual sim- 
elation packages for more than 20 
years to lessen the cost of training 
and casualties across several com- 
bat roles including those of pilot, 
driver, gunner and staff officer. 
The larger defence budgets of the 
Cold War era allowed the military 
to lead the way in simulation 
development, .and. advances 
appeared In this context first 
The earliest simulators used a 
physical (cardboard and plaster! 
terrain model over which a video 
camera rolled, foeding/the forward 
view to a monitor ta a hydrauli- 
cally mounted cockpit of the simu- 
lated plane or a vehicle. The cam- 
era's. movement was controlled 
from, the COCkpit. «wri a wamfra-mn 
in a third room controlled condi- 
tions affecting the simulation, such 
as engine performance and 
weather, conditions. ■' 
Unfortunately, the simulator's 
usefulness was limited by the size 
and boundaries of the physical 
model and the model maker’s 
craftsmanship. The 'number of. 
people who could use the simulator 
at tiie same time was very limited, 
.and cost was increased by the need 
'to' . fit different hydraulically 
mounted cockpits to the same cam- 
era. The various component parts 
were, housed in three large rooms.' 

.These so-called “splayed” simula- 
tors, evolved into a --single unit 
when the military developed digital 
; database terrain, models. Military 
simulators needed specialised com- 
puters; called computer image :gen- 



erators, which were bolted directly 
to a cockpit Immense processing 
power was required to construct 
Images of the ground in real time, 
especially in enough detail to pro- 
.vide a. useful simulation for mili- 
tary purposes. 

These proprietary systems 

- evolved for military use and were 
built for only one application. So 
they were expensive to buy and 
maintain. The relatively small mar- 
ket meant that manufacturers of 
these systems had to sell them 
over a long period to recoup the 
development costs. 

That in turn meant that the tech- 
oology quickly became dated. Mili- 
tary customers found themselves 
using systems that had been super- 
seded by improved technology, but 

- had little prospect of being able to 
upgrade. 

Developers of these systems, 

. meanwhile, tried to recoup some of 
their costs by passing on their 
technical expertise to the civilian 
sector. Air combat simulation fil- 
tered through the civil air sector to 
. the entertainment simulation mar- 
kets which rapidly became a $3bn a 
year industry in the US. 

, .By .the end of the Cold War. the 
games industry, with its heavy 


research and development budgets, 
was offering jet fighter and combat 
simulations on the high street that 
offered mast of the functions of its 
military counterpart for a few hun- 
dred dollars. 

Since the bulk of a simulator's 
work is mapping the ground, the 
games developers found it rela- 
tively easy to program two differ- 
ent types of aircraft or vehicle into 
the same engine. That may have 
doubled its market value in the 
games sector, but it also solved a 
military dilemma 

Assisted by these developments, 
the armed farces have returned to 
the splayed approach to simula- 
tion. They now use a basic games 
engine to simulate a specific air- 
craft performance, fit this to the 
relevant cockpit, and hook it up to 
a terrain generator. That makes it 
possible to create a simulation of 
an actual country and it enables 
any number of simulators to run 
from the same terrain model, even 
at the same time. That in turn 
allows multi-user access and com- 
bat experience in formations. 

The system's flexibility also rep- 
resents a great advantage for the 
armed farces. The same machine, 
for example, could be a jeep one 


day and a main battle tank 
the next. 

An aircraft simulator can also be 
converted from a Phantom fighter 
to a Tornado, for example, with a 
morning's tweaking, which means 
that fewer machines are needed. 
As the armed forces consider cen- 
tralising combat simulation to 
make savings, this will allow the 
services to run more simulations, 
in a more topical context. 

With better networking and rela- 
tionships among different coun- 
try's armed forces, the Royal Navy 
flight school at Yeovil can fly simu- 
lated strike missions into the heart 
of Baghdad with the US Navy Top 
Gun Academy in support 



In fo rm a tion Technology 
• The FTs review of 
Info r m a tion Technology 
appears on the first 
Wednesday of each month 


Liars nailed 
by a tremor 


I f necessity is the 
mother of invention, it 
follows that a program 
such as Truster would have 
to have been developed In 
Israel, perennially a target 
of terrorist attacks. 

The idea for Truster, a 
controversial new 
CD-Rom-based lie detector 
test, came when Amir 
Lieberman, a 25-year -old 
computer expert, was 
shocked by a suicide 
bombing in a Tel Aviv cafe 
last March. 

Mr Lieberman, wbo had 
worked for a private 
security company, says: “I 
knew that if I had 
something like Truster, I 
could ask people at the 
border if they are planning 
to do something like this 
in Israel." 

Indeed, the original goal 
was to make what would 
primarily be a tool for 
preventing crime and 
terrorism. But in the 
process, Mach-Shevet, a 
small Israeli IT company, 
heard about Mr 
Lieberman 's idea and knew 
that sceptical and 
scrutinising people would 
be keen to have it on their 
desktops. 

The result is a Personal 
Truth Verifier that anyone 
with Windows 95, a 
soundcard, and a regular 
telephone can hook up to a 
home or office computer. 

Using a new method that 
measures microtremors in 
the voice, the programmers 
say they can determine 
whether someone is being 
truthful by the amount of 
vocal stress. And at £100 
each. Truster will not just 
be more affordable, its 
inventors say, but more 
accurate and accessible 
than a traditional 
polygraph exam. 

The company says 
Truster is the first product 
to assess truthfulness in 
real-time without the 
subject’s knowledge. This 
has raised concerns that 
the product might 
contravene restrictions on 
phone recording in some 
countries and US states. 
But, says Mach-Shevet, the 
software does not need to 


tape the conversation to 
analyse it. 

"The main idea was a 
law enforcement product, 
but we came to a 
conclusion that there 
would be a demand for a 
sort of home product as 
well." says Tamir Segal, 
chief executive of 
Mach-Shevet. 

Despite that, Mr Segal 
recommends against using 
Truster twww.tmster.com) 
on friends and relatives. It 
will be promoted as a 
useful business tool, 
making users better able, 
for example, to determine 
whether they are getting 
the best price wbile 
negotiating a deal. He 
expects it to be 
particularly attractive to 
credit card companies, 
wbicb lose money to peoplej 
who spend a large sum on 
their cards, then declare 
them stolen. 

Traditional polygraph 
tests and related 
equipment for measuring 
factors such as blood 
pressure often make peoplej 
nervous. Feelings of worry 
or emotional upset can 
often make it seem as 
thoogh people have lied. 

Applying mathematics 
and psychology. Truster's 
inventors focused on levels 
of stress in the voice by 
measuring its cognitive 
messages - very low 
frequency waves that are 
not audible. The device 
works on the principle that 
when someone is lying, the 
amount of blood in the 
vocal cords drops as a 
result of stress, producing 
a distorted sound wave. 

Using complex 
algorithms and nine 
different parameters, the 
Inventors say they were 
able to pinpoint whether 
the person's stress is 
caused by lying, 
excitement, exaggeration, 
or an emotional conflict. 

Polygraph experts say 
there have been other 
vocal stress tests, but they 
were less accurate and did 
not work simultaneously 
with the conversation. 

Dene Prusherl 


Net access y 
for Smaller 
organisations 

Providing multiple users in 
a small business or branch 
office with internet access •_ 
has often been too complex 
and costly for many smaller 
organisations. 

Ramp Networks, a - 
five-year-old start-up based 
in Santa Clara, California, 
believes its innovative . 
WebRamp products - which 
include the industry’s first 
analogue router - will help 
the estimated 75m small 
businesses and branch 
offices that plan to use the 
internet as a strategic 
business tool. 

WebRamp products are 
based bn "connection 
optimised link technology", 
which enables more than 
one user to connect to the 
internet simultaneously 
using a single, integrated 
device. The products 
include the WebRamp M3t, 
which combines an 
analogue router - a- device 
that connects to an internet 
service provider over a 
telecoms link - and a 
four-port Ethernet hub. 
which enables PC users on 
a local area network to 
share files and internet 
access. The MSt enables 
users simultaneously to 
share up to three external 
modems over ordinary 
phone lines, tripling 

normal access speeds. 

The WebRamp Entire 
provides an integrated 
high-speed ISDN connection 
with a rooter, four-port 
Ethernet hub, two 
telephone ports and 
security features for small 
work groups. It costs £545 
and enables users to share 

one ISDN line for internet 
access, telephone and fax. 

WebRamp: 

ujiPW.TXxmpnet.coin. 

What the 

doctor 

ordered 

Ensuring that hospital 
doctors on ward rounds 
have up-to-date information 

about a patient's record - 

including medication - has 
always been a problem- 

The traditional method oi- 
accessing patient drug 
information has been to put 
it on a chart at the end of 

the bed - but this has a 
number of drawbacks, 
including malting sure toe 
data are synchronised wrth 


Watching brief 



the mfornuLtiou held On the 
central computer system. 

. In an effort to overcome 
these problems some 
hospitals, including the 
UK's Queens Hospital in 
Burton, have begun to 
adopt wireless technology 
and portable PCs. 

Burton is one of the . 
leading NHS Trusts in 
electronic patient records 
research. Queens Hospital 
has installed a wireless ' 
local area network " 
throughout 10 wardsand 
aims eventually to connect 
each of its 25 wards' to the 
central computer; system 
via the airwaves. 

Queens. Hospital medical 
staff are using Toshiba 
Satellite Pro portable PCs , 
and Netwave AirSurfer . 
wireless PC Cards 
developed by Netwave 
Technologies, a • 
Calif ornia-based snin-off 
from Xircom, a leading PC 
Card modem manufacturer. 

The AirSurfer system 
operates at a range of up to 
150ft, linking the portable 
PCs to the main computer 
network and database via 
base-station “access points" 
in each ward. The cards - 
include an integrated 
antenna and can deliver 
data at speeds of up to 
lMbit/sec. . 

Each ward has one or two 
Netwave access points 
serving two Toshiba 

laptops; be cause the 
technology supports 


-seamless roaming, doctors 
and nurses can use the 
system without having to 
worry about where they are 
standing. Netwave plans to 
deliver a lOMbit/sec system 
by the end of the year. 

Netwave Technologies: 
tmow.rietaavc-tDireless.com 

Quick move 
on digital 
images 

CompactFlash memory 
- cards made by SanDisk are 
one of the most popular 
ways to store images in 
digital cameras. Among the 
25 digital cameras launched 
in the past 12 months using 
the postage-stamp-sized 
cards have been models 
from Canon. Casio. Epson, 
Kodak, Panasonic and 
Yashica. - 

But transferring images 
from digital cameras to a 
desktop PC ready to 
manipulate or print the 
photographs can be 
laborious using the 
standard serial-port cable 
supplied with most 
cameras.- ■ 

SanDisk has launched 
ImageMate. a 
CompactFlash card reader, 
which costs $99 (£59) and 
plugs into a PC parallel 
port to provide a much 
fester way to download 
Images from digital 

s. SanDisk claims its 



mouse-sized card reader can 
download images np to 20 
times faster than a serial 
cable. 

Ed Cuellar, SanDisk 
product manager, says: 
"Using the ImageMate 
solves a major bottleneck 
for digital imaging as it 
greatly simplifies the task 
of downloading digital 
images to the PC or the 
internet." 

The card reader also 
provides a quick, easy way 
to move data and audio 
captured on CompactFlash 
cards which have begun to 
appear in handheld 
computers and audio 
recorders. 

SanDisk: 

vjuno.somiisk.com 

Crossing the 

language 

barrier 

The world wide web’s value 
as a research tool is 
severely limited for 
potential users who do not 
speak English. But Lernout 
& Hauspie, the 
Belgium-based speech 
technology pioneer, has 
developed a service that 
could help open up the web 
to a much larger audience. 

The new service, called 
Coronado and scheduled to 
be launched this summer, 
will provide fast, accurate 
and comprehensive internet 
search and language 

translation between 
English , German, Spanish 
and French. Support for 
Chinese, Dutch, Italian, 
Japanese and Portuguese 
will be added later. 

' The query is translated 
andihe search conducted 
across all selected internet 
search resources - 35 
internet search engines 
initially - in all supported 
languages. Before the 
results are returned, they 
are translated into the 
language of the query. 

Coronado can also 
. summarise web documents 
found during a search into 
three or four key sentences, 
speeding up searches and 
allowing the user to select 
documents of interest for 
complete machine 
translation. Users wanting 
a more accurate translation 
will be able to mouse-click 
on an icon to request a 
human translation- 

Lemout and Hauspie 
wtpw.lhs.com 


Wired up: laptops are replacing charts lor patients’ drug needs 


Compiled by Paul Taylor 
(e-mott 

pdullaylor@PT.cam) 
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every Monday. Wednesday 
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please contact: 
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+44 0171 873 4027 


CREDIT LYONNAIS 
USD 60,000,000.- FEN 
UodaMd CC 3802662 
CORRECTION 

Tb« ran tor the coo pon n * 1 2 lux 

bw mcnatd: 6.64375% fcnad 
of 6.675%. The co u pon n*12 id 
be payable at the price of 
USD 33.403 JO on 11.03. 1 798. 
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CREDIT LYONNAIS 
LUXEMBOURG S JK. 


ILS. 8300,000,000 

Republic of Indonesia 

Routing Rota Notoa due 
February 2001 

In acconianca imii hw pnMMons oi ma 
Nous, nones t hereby ghmn nisi untie 
Meres! Petlod trom FMauny 16. 1BSB to 
August ta. 1008 ttaNcUB cany an 
Meres ran a> 5.9375% per annum. Tha 
(merest payaete wi lha relevant nerea 
payment date. August ». IBM wtl 
bn U-S. J7.4M.T1 ana U.5 S2M.S2 
respectively kv Notss ki denansnuami 
at US ESOJOaanaUJS.SV.0OO. 

9y The am BreMaa M 

Leafee, Ague Ink 

February IE. 1998 
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ONICS 


FRF 1,000.000,000 
8% % doe 2006 
CC 535 91 63 

Bondholders are hereby krfbnned 
of the purchase marie by de 
tetter ob 2 December, 1997 
oT FRF 145,500,000 ta 
accordance with the Offering 
Grahr da ted 4th November, 
1994. The n eau aring ammmr 
b now FRF 854,500,000. 

The Fiscal and 
Prtndpal Paring Ague 


IBM 


CREDIT LYONNAIS 
LUXEMBOURG SA 


CONTRACTS & TENDERS 



Advertising release 

for shares sale by auction with bid in sealed envelope 

The STATE OWNERSHIP FUND, a Romanian public institution based in Bucharest. 21 C.A. Rosen i Street, sector 2. is offering: for 
sale by auction with bid in sealed envelope, according to the Government Ureency Ordinance no.88/1997 a 63.875% of Lhe issued 
share capita] of MOB1NEH SA Nehoiu. 


□ Registered Office: Nehoiu, Sir. 1 Decembrie orJ-5, jud Buzdu. 

□ Fiscal Code: R 1174145 

Registration no. at Commercial Register Office: J1M275/1 991. 

o the latest records 

6.012^00 thousand. ROL. 
thousand, ROL 

Net profix in 1996: 184.718 thousand. ROL 

Main scope of activity: furniture and upholstery manufacturing and commercialization 


Total number of shares at a nominal value of 25.000 ROL each: 240.500. 
The share ownership structure is as follows: 


O State Ownership Fund 
O Financial Investment Companv Mmi tenia 
’i mass privatization 


% 

63.875 

21.622 

14.379 

0.124 


The starting price is 12838USD/share 

nn.. _.w _ /-* MPA 


DIVISI01J of the International Relations Department 

3124231 and fax 04-01/3 12 !X41,da]lv between 8.00 and 1 6.00 hrs.. at a 
ai National Bank exchange rale applicable on the PRESENTATION 


the State Ownership Fund, 
SIAVROPOLEOS. nr.6. phone 


ice of 5C§ USD for foreign citizens or legal 
c purchase date for Romanian citizens and 


SGF 

01-01/3110495:31231 
entities or ROL equr 
legal entities. 

This sum has to be transferred in advance to the Slate Ownership Fund accounts: no. 25 1 1 XHK)0C1002413. (W008 in USD at the Romanian 
Bank for Foreign Trade (BANCOREX) for foreign investors, or no. 2511.0018.0000607 in ROL ai the Romanian Bank for Developmem- 
Bucharesi Branch (BRD-SMB) for Romanian investors. 

The minimal environmental conditions accepted for MOBINEH SA Nehoiu are included in the company PRESENTATION FILE. 


THl£ PRESENTATION FILE most he achieved for the peiticipatioo and will be released on preseniaoon of. 

□ a copy of the payment order for the presentation file; 

□ identity rani for passport for foreign tfcensk 
□ certificate from the bidding comoanv. 

3$ of the 

to account 

i maw mv cash, 

rm- r p - — x — < 7' ~ : — . — w ~ — — — i — «■— . n iii n i i i mum iwi iuivicu iidw, iB ANCORHX V. 

bidders may instruct tbe (xmi. where ihey hold their account to release an unconditional bank gnarantrevalid for 45 days. 

The bidders mast submit all foe documents established in foe PRESENTATION FILE al the Stale Owirohm Food address m 
BudmnsLMfiCakaGrivhei, on the aoction day helloed tone. 

l “ 2^ 00 jhonsapd ROL and vtirfbepnidai sete’s pay office m BuchansL 21 CA Rosed Sti, sector 2 or to SOF account no. 

|aiID0180tX»fi07 opened at Romanian Bank for Devdoancnt - Bucharest Branch, foreign natural or legal Masons will pay lhe pamcinalion fee 
established by die National Bank of Romania, anbe pav office to SOF acaiuni no. ^110000000342300008 

for USD, opened at BANGOREX. 

The Auction will be March, 1998, 13JM ha (local time), at the Suue Ownership Rind address in Bucharest, 6- 10. Calea Griviiel sector 1. 













FINANCIAL TIMES WEDNESDAY FEBRUARY IS 1 998 


INTERNATIONAL CAPITAL MARKETS 


Stable European interest rates fuel rally 


GOVERNMENT BONDS 


By Simon Dawes in London 
and John Labate 
in Now York 

Government bond markets 
powered ahead yesterday, as 
fears of impending interest 
rate rises in Europe contin- 
ued to diminish. 

Sonja Gibbs, senior market 
strategist at Nomura Inter- 
national said: 'it's more a 
question of what is going to 
stop us, rather than what is 
going to keep the rally mov- 
ing ahead.” 

Comments from Hans Tiet- 
meyer, Bundesbank presi- 
dent, got GERMAN BUNDS 
off to a strong start, with the 
yield on the 10-year bench- 
mark hitting 4-91 per cent - 

a record low - after breaking 
through the 5 per cent mar- 


ket just last Thursday. 

Mr Tietmeyer indicated 
that interest rates were 
likely to remain stable for 
the foreseeable future. David 
Brown, chief European econ- 
omist at Bear Stearns, said: 
“This is all the bund market 
has needed to gear up for an 
all-out assault on our next 
target level of 4.9 per cent 
“In our view the market 
won't be satisfied once it 
gets to this level as cracking 
domestic fundamentals con- 
tinue to push 10-year bunds 
towards 4.75 per cent" 

The March future settled 
0.45 higher at 107.83. and 
turnover was over three 
times Monday's level. The 
yield curve continued to flat- 
ten. although short-dated 
issues also fared well, as 
investors put back projec- 
tions for the next rate rise. 


However, all eyes will be 
on the Ifo business climate 
survey this morning, with 
analysts already discounting 
a slide in confidence. 

The core European mar- 
kets moved closely in line 
with FrankfUrt, mostly hit- 
ting all-time highs on 
futures contracts. ITALIAN 
BTPS gained further 
strength from comments by 
Romano Prodi, prime minis- 
ter. that interest rates had 
further to fall. 

The March contract in 
London settled at 118-83. 12 
basis points off its high but 
still 0.38 higher on the day. 
The spread against bunds 
widened by one basis point 
to 40. 

SPANISH BONOS also 
widened by one basis point 
against bunds to 23. The 
March future in Barcelona 


gained 0.36 to 1Q9.0L 

UK GILTS failed to match 
the enthusiasm of the Ger- 
man market in spite of the 
announcement that the gov- 
ernment had repaid £f0.4bn 
of public sector debt in Janu- 
ary, a record figure' and well 
above most analysts’ fore- 
casts. 

Simon Briscoe, UK econo- 
mist at Nikko Europe, said: 
“I think debt issuance 
should fall from £26bn in the 
current fiscal year to around 
£14bn next year. You only 
need a following wind for 
issuance to halve in consecu- 
tive years. That will be sup- 
portive for gilts." 

The March future surged 
on the announcement, but 
settled % off its high for the 
day at 124W, up from 124£ 
on Monday. The spread 
against bunds widened by 5 


basis points to 109. However, 
the market could get further 
encouragement from today's 
retail sales numbers. 

US TREASURIES Tallied 
on the first trading day after 
the Presidents' Day holiday. 
By noon, the benchmark 30- 
year bond had climbed g 
higher at KHVi, sending the 
yield lower to &8Q6 per cent 

Shorter-term Issues also 
advanced, with the 10-year 
note ft higher to 100ft . yield- 
ing 5.443 per cent; the two- 
year note rose ft to 100ft, 
yielding 5.322 per cent 

Overall industrial produc- 
tion remained unchanged in 
January after a 0.4 per cent 
rise in December, according 
to new Federal Reserve fig- 
ures. Analysts were expect- 
ing a stronger figure. 

Part of the January slow- 
down, especially in the util- 


ity component of the indus- 
trial production figure,' was 
attributed to unusually 
warm weather. But manufac- 
turing output also grew at a 
rate below expectations for 
the month, rising only 0.3 
per cent leading some to see 
solid evidence of a long- 
awaited economic slowdown. 

“We're seeing a lot of indi- 
cators that first-quarter 
industrial growth is much 
slower than what we've seen 
over the past year.” said 
Stan Shipley, senior econo- 
mist at Merrill Lynch in 
New York. 

The morning report was 
bullish for bonds suggesting 
to many that the Federal 
Reserve might remain on 
hold with regard to interest 
rate policy, or possibly lower 
short-term rates later in the 
year. 


CWC cuts cost of capital with debut offer 


By Edward Luce 
and Samer Iskandar 

Cable & Wireless Com- 
munications, the majority- 
owned subsidiary of C&W. 
the UK telephone company, 
made a high-profile entrance 
on the eurobond markets 
yesterday with a £500m two- 
tranche debuL 

The offering, one of the 
largest corporate bonds by a 
European borrower, follows 
the company's recent deci- 
sion to call Jl.5bn of inher- 
ited high-yield debt issued 
by subsidiaries. CWC was 
created last year from the 
merger of Bell Cablemedia. 
Mercury Communications. 
Nynex Cablecomms and 
Videotron. 

“We wanted to retire our 
high-yield debt and re-issue 
it as investment grade debt,” 
said Graham Robertson, 
treasurer at CWC, which has 
an A-minus rating from 


Standard & Poor's. “This has 
effectively reduced our cost 
of capital from over 11 per 
cent to less than 8 per cent" 

An official at Merrill 
Lynch, joint lead with HSBC 
Markets, said about two- 
thirds of its portion of the 
seven-year £3 00m tranche 
had gone to non-UK inves- 
tors. Most of the 19-year 
£200m portion went to UK 
institutions. The bonds were 
priced to yield spreads of 100 

and 135 basis points over 
their respective benchmarks. 
Both were trading roughly a 
basis point inside the launch 
spread last night. CWC plans 
to follow up with a large- 
scale yankee debut in New 
York next week. 

THE REPUBLIC OF AUS- 
TRIA returned to the paral- 
lel bond structure yesterday 
with a three-tranche fungi- 
ble issue in schilling. 
D-Marks and guilders. Both 
foreign currency tranches 
were priced fiat to their 
respective five-year bench- 


marks. However, an official 
at Commerzbank, lead man- 
ager of the D-Mark tranche, 
said he expected demand to 
pick up today owing to the 
lack of five-year sovereign 
paper in the German 
currency. 

ABBEY NATIONAL, the 
UK bank, launched its first 
securitisation of residential 
mortgages - £232.5m of float- 
ing: rate notes - through a 
special-purpose vehicle 
called ILSB. J.P. Morgan, 
lead man ager, said the deal 
was a “complete blow-out”, 
and was comfortably over- 
subscribed. 

Abbey National said it did 
not expect to issue asset- 
backed securities again in 
the near future, but that it 
was “important to conduct a 
trial and have a system in 
place”. Gareth Jones, manag- 
ing director treasury and 
wholesale banking, said the 
technique was more compli- 
cated and more costly than a 
straight bond issue. 


| New international bond 

issues 
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Delay to Vietnam 
debt settlement 

The final stage of Vietnam's debt settlement with London 
ciuh creditors has been delayed just days before the issue 
of $ 550 ffi in Brady bonds because of Hanoi s failure to sub- 
mit crucial-documents on time, sources close tixthe dent 
said yesterday. The deal has also come under threat from 
possible last-minute legal action initiated by a lone holder 
of vigt paTnPW! debt pl anni ng to sue for full repayment. 

The developments are a blow to Hanoi's efforts to final- 
ise its commercial debts and join the international finan- 
cial community. Earlier this week, Moody’s Investors Ser- 
vice put the communist country's long-term debt on 
review for possible downgrade. • • , 

Vietnam was due to issue the bonds on Thursday, end- 
ing-a three-year process under which its commercial cred- 
itors have agreed to reschedule $850m in arrears. 

The move was widely seen as improving bankers per- 
ceptions of Vietnamese risk. But key documents due to be 

submitted weeks ago to the Luxembourg stock exchange 

- where the securities are to be listed - had still not been 
submitted this week, one source said. The delay prompted 
Hanoi to seek an extension from its creditors - roughly 
120 - and the bonds are now due for issue on March 13. 

An unnamed company believed to hold a small portion 
of Vietnamese debt has retained lawyers in Vietnam in 
anticipation of suing the government for the full repay- 
ment. of the amount of debt held. Jeremy Grant. Hanoi 

M ITALY I 

Colombia issues L 400 bn bond 

Colombia entered the bra-denominated market yesterday 
in the first sovereign lira issue by an emerging market 
tViio year. The issue, jointly led by Chase and 3. P. Mor- 
gan, amounted to L400bn. 

The four-year , bond was priced to yield 248 basis points 
over US Treasuries: Juan Pablo Cordoba, Colombia’s 
director of public credit; said: “We increased the in iti a l 
offering after 45 minutes by LlOObn due to excess 
demand.” 

The issue - Colombia's second international offering 
this year alongside a StiOOm 10 -year bond - forms part of 
Colombia’s $1.8ba foreign borrowing programme for this 
year.” Adam Thomson, Bogotd 

■ FRANCE 

Sum America introduces GIFs 

Sun America, the insurance company, yesterday intro- 
duced fixed-rate guaranteed investment certificates to the 
French franc market Unlike most securitisations. GIFs - 
which are backed by fi&insarance contracts - are not 
subject to the risk of eariy repayment The 10-year issue 
was priced to yield 34 basis points over OATs. Paribas. 
ipjki manager, said equivalent 10 -year plain-vanilla bonds 
were trading at spreads of around 22 basis points. 

• ' • • - Samer Iskandar 
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WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 

Red aid BW Day chg Wk dig Mart* Year 
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6X00 107.3800 

6- 50D 1 14.5400 
6250 101.5800 
B-000 119.140Q 

6.000 102.7800 

6- 250 105.2700 

8.750 HDB800 
7.2S0 12Q-400Q 

6.400 111 8300 
4800 1161900 
3 000 106.8000 

3.000 1064300 

7.500 105.8800 
5 750 106.410Q 
6JOO 98.1286 
9 COO 107.0427 

9.000 104 4000 

6.750 111.1600 
8JOO 104.5476 

6.625 110-4624 

7.400 104.1635 

7- 350 1 158963 

11.000 T0&572O 

a mo 1 18.6160 
SXICO 107.5500 

4.500 115.1500 
8.COO 331/336 
6.750 103.8944 
7250 109.8261 
3 0X1 126.6CT 
5 625 1-30.4140 
7.875 113.2520 
6.126 104.5470 
6.375 107 6330 

4.000 99.6ZCO 
5.600 KKJ3C0 


5.14 +0.04 

s_eo 

4.os -am 
500 -0.07 

3.38 -0.03 

4- 58 -006 

SJJ7 *0.68 

ssr -o o t 

4.71 -0.04 

5- 22 -0.08 

363 -006 

4.96 -0,06 

302 -004 

4J54 -0.05 

403 -ons 
549 -005 

3.77 -004 

4.69 -005 

401 -0.05 

5.49 -005 

4.77 -003 

5.15 -0.06 

4.67 -005 

405 -0.07 

506 -005 

5.78 -005 

0.72 -0.01 

1.32 

1.75 -0.01 

208 

3.91 -002 

405 -0.06 

7 55 *0.09 

6 63 -0X5 

4 14 -003 

5.15 -005 

4.14 -003 

5.15 -004 
401 

5.12 -005 

4.64 -0C6 

5.43 —004 

106 -0.02 
2 64 -003 

6 65 -0.07 

6.04 -003 

5 91 -OOI 

503 -0.03 

5.36 -004 

5.48 -0 03 

530 -0.04 

503 -OPS 
421 -0.03 

5 03 -0.05 
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lo YEAR BENCHMARK SPREADS 

Sored Scm 


senna Senna 


Feb 17 
Australia 

seo 

04A*3S 

-043 

7-3COC3 

-OJ6 

Auarta 

son 

-0 09 

-0 44 

Bifrjum 

4 75 

-0 0? 

-0*6 

Canau 

£ JT 

HIM' 

-■lor 

Denman 

SJ2 

-art 

-or? 

finuna 

*36 

-OC5 

-0*8 

Franca 

a It 

~ac2 

-0 51 

German/ 

4 91 

_ 

-053 

round 

5iS 


-CJ9 

oalv 

5J6 

H33S 

-0 1A 

Jaoan 

1 ?S 

.3 l« 

-C 09 

Npmsrunc+i 

4*S 

-0.06 

-0.59 


OKI 

i n 


659 

-198 

-1.45 

S 15 

-OJ* 

-OT3 

514 


-0.10 

5 ir 

-cn 

-Q ~ 

14J 

-0.52 

-tor 


-2_T7 

-sec 

531 

-1.00 

•047 


-053 

- 

5C3 

-0 1? 

-0*1 


EMERGING MARKET BONDS 

Red S a P Bid 

Fan 17 dele CGupn Rating price 

m EUROPE 

Croatia 02/02 7 000 33B- 95.6301 

Petard 07/04 7 125 B8B- 102.5000 

Russia 06/07 1OQ0O EB- 90.9000 

■ LATIN AMERICA 

Argwrjra 09/27 3.750 06 99 40CO 

BraaJ OS/27 10.125 BB- 96.2000 

Menco 05/26 11 500 BB 122.3500 

■ ASIA 

China 07/06 7.750 380+ 104J750 

Philippines 10/16 8.750 BB- 94 6000 

Thailand 0M)7 7.750 BBB- 85.3377 


Day's Mai's Son! 

Bid chge .5hge vs 

■/raid ytd /id US 


8.30 *004 -032 *2.94 

6.63 -0.04 *0.06 *1.23 

11 63 -0.15 -0.10 *6.19 


9e0 -0.06 -0 54 *4.02 
10.54 -0 01 -069 -*.76 

9-24 -009 -0.42 *3.-W 


104J750 7.03 -0.06 -0.07 *1.61 

94.6000 9 37 -0.02 -1.27 *3.73 

85.3377 10 29 -0.08 -0.74 *4.86 


II AFreCA/MDDLE EAST 


Lebanon 

07/00 

9.125 

B8- 

1022500 

8.03 

south Africa tare 

8L375 

BB- 

96 7500 

8.57 

Tuikey 

09/07 

10.000 

B 

09.5000 

10K 

■ BRADY BONDS 





Argentina 

03/23 

5500 

BB 

76.2500 

a 22 

Brad 

04/14 

4 500 

66- 

81.0000 

566 

Manat 

12/19 

6250 

BB 

85.3800 

7.« 

Venezuela 

03/20 

0.750 

B+ 

87.7500 

7.33 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRENCH BOND FUTURES (MATTF) FFfSOO.OOO 

Open Sett pnca Change High Low EsL vol. Open int 
Mar 103.88 104.14 *0J8 104.30 103.88 10,352 120.814 

Jun 10323 103.66 *028 103.66 10328 5.799 13288 

Sep 103.04 103.32 *028 103-04 103.04 2 

■ LONG TERM FRENCH BONO OPTIONS IMATTF1 


Jan 

- CALLS - 
Feb 

Mar 

Jan 

- PUTS 

Feb 

5.14 

4.56 

4.61 

. 

0.02 

4.14 

3.58 

3.68 

. 

0.03 

314 

2.61 

2.31 

• 

ore 

2-14 

1.71 

2.01 

0.04 

015 

1.18 

0.93 

1-34 

ore 

037 


Est, 1>L CO. C* 21.756 Pies 13-859 Pnraus Oaf* Open t>U CSS 77223 R4s 131869. 

Germany 

■ NOTIONAL GERMAN BUND FUTURES (UfFET DM250.000 IQOttg of 10096 

Open Sett pnee Change High low Bel vd Open tot 
Mar 107.50 107.83 *0.45 107.91 107/48 178555 278706 

Jun 106.93 10725 *0/44 10720 106.93 3234 15203 

■ BUND FUTURES OPTIONS IUFFE) DM250.000 points of 100% 


Stoke 

Pnca 

Mar 

np» 

CALLS - 

May 

Jun 

Mar 

Apr 

PUTS 

May 

Jun 

10750 

0.41 

048 

071 

ore 

0.08 

0.73 

0.96 

1.14 

10800 

0.12 

ore 

0*9 

0£7 

ore 

1.04 

1-24 

1/42 

10850 

ore 

0.16 

0.33 

0.43 

0.63 

1.41 

1.58 

1.74 


fee. « 0 L tJBtf. cans 33166 Pus 33415 Previous da/e Opwi Irt, C4s 302780 Pula 317395 


■ NOTIONAL GERMAN BUND (BOBL) FUTURES 

fPTBl PM2S0.«TQ IQCtts at ICO*. 

Open Sen pnee Change ttgh Lew Est voi Open int 
Mar 105.63 105 63 *0.15 105.70 105 49 121233 237.844 

Jul ICS 33 105 33 *0.17 105 36 10525 808 19.047 


■ NCmONAL GERMAN BOBL FUTURES flJPFB* DM2SO.OQO lOOtta o/ 100% 
Open Sehprce Charge High to* ESL vol Open nt 
Mar 105.51 1C5.64 -0.18 105.63 TD5.S1 628 17.349 


m NOTIONAL ITALIAN GOVT. BOND £BTP] FUTURES 

(UFFET Ora 2^Crr, IGCtos 1 ICO*- 

Open Sen pnce Change F6gh Low Est vol Open mt 
Mar 11846 113.63 -028 115 75 118.45 47416 121957 

Jun 11820 113.14 *037 11820 11810 4238 31304 

■ ITALIAN GOVT. BONO (BTP) FUTURES OPTIONS lUFrE) LnTOOm lOOtfs of 100N 


Stride 

Puce 

Mar 

• CALLS 

Jun 

Mar 

■ PUTS 

Jlvi 

11850 

327 

1 05 

0.14 

1.42 

11900 

0.05 

0.83 

0.42 

1.69 

11950 

C.3Z 

064 

ore 

2.00 


&=■ vd foul. 34C* ^3 2£7Z. tin's ««_ CdlS 80338 Pufe 107411 

Spain 

■ NOTIONAL SPANISH BOND FUTURES jMSFFI 

Open Setter-:? Charge Krgh Low Est vol Open nt. 

Mar 133.90 10901 *0 36 103.13 108.87 100.493 121.115 

Jun - 1G2-57 *026 - - 200 652 

UK 

■ NOTIONAL UK GO-T FUTURES fiJFFB- ESC.DJO 32nd9 at 100*, 

Oper s « C«t Chi-vge High Low Est vd Open tot 

Mar 124-10 17--C3 -0-C6 124-00 124416 69279 182313 

Jur. 108-’5 105-12 +0-C3 108-22 106-12 15274 16714 

a LONG GILT FUTURES OPTIONS (UFFej CSO.OQ Wths of 1008v 


StnLe 

Fiice 

Mar 

Apr 

CALLS - 
May 

Jun 

Msr 

Apr 

•UTS 

May 

Jun 

124 

0-27 

0 

0 

0 

D-11 

15*40 

15-40 

15-10 

125 

W» 

0 

a 

0 

0-53 

16-40 

18-40 

15-4fl 

128 

0-31 

0 


0 

1 -49 

17-40 


17-40 


v» ic W. Cats 33T} pya ;«4P. ^ravoin eas's -xaen « . Can 77762 Puto ■ 


Ecu 

m ECU POND FUTURES iMATtr; ECUItM.OOa 
Gpe« Sen sf at Change Hnjh 
Mar 103. 1C 123 38 *C34 103.4C 1CD.10 


Est vol Open nt 
318 10,107 


London closing Pnon m LtSS. 
standard 5 Poo rs. 


Souce imwaam CkBaTT Into/masoa 


» US TKEASUHY BOND FUTUHSS CBT) S 100.000 32nds at 1008b 

Open Lr.es: C Hijh Low Est voL Open nt 

Mar 121-28 122-16 *0-22 122-03 121-18 286.614 642.334 

Jon 121-23 122-C3 *0-22 121-24 721-08 44/150 92,770 

Sep 121-2*; 121-31 -0-24 121-1 1 121-02 2.157 31.863 

Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BOND FUTURES 

fljFFQ YlQGm lOOttis cl 103^. 

Open Ciase Change Hign Low Est wS Open nt 

Mar 12949 129^4 12947 3713 na 

Jun 129J1 12908 128 96 2745 na 

• UFYE fuara too raeoc or. apx. AC Cpor raw arc tc atnw oay. 


US CORPORATE BONDS 

Red SAP Bid Bid 
Feb 16 dale Goupn Rating price yield 

■m unuTiEB/-' . 

Pac Bee 07/02 725 AA- 10&0488 551 

NY Tel D8/2S 7.00 A+ 100.0227 6.99 

CWE 05/08 600 BBB 110.4177 G58 

■ FWANCiALS V-t 

GBCC * 05/07 8.75 AAA 11R770B &06' 

Banc One 08AJ2 7J25 A* 104.7289 6.02 

US west 01/07 7J0 BBS* 105.6830 6/45 

■ MMJsriwtr 1 

WMXTacfi 0V99 625 A- 100.1127 6.13 

Wal Mart 05A12 6.75 AA 103.4506 551 

Dayton Hud 06/21 9.70 BBB* 132/5896 6.86 

m AG0K3E8 ';' : 1 , 

FHLMC 04/07 7.14 N/A 108S706 5.87 

SLMA 03/00 750 N/A 103.7842 5^2 

FNMA 02/18 8.95 N/A 131.7212 6.16 

FPCB 06/06 &95 N/A 12U1918 5^3 


Day's Mtti’s Sprd 
chge chge v 
. ytd yW Govts 

-0.04 *0.12 +U48‘ 
-0.03 *0.10 +1.14 
-0.03 *0.15 +1JB 

-0JJ8 +0J» *051 
-0.03 +020 *059 
-005 -007 +090 

-003 +009 *013 
-004 *0.09 +038 
-0JJ8 -*003 +1JJ1 

-ore +012 +032 
-ore +0.10 *oi7 
-ore * 0.11 + 02 i 
-005 *0.08 +028 


■ MGHYIEL0. ^ 

Stone Cont D2A71 9.88 B 101/8750 OOO 

AK SO 12/01 9.13 BB- 1007500 OOO ' - 

Pacafta O&TM 10.75 B- 990000 OOO 


H+* Ycrk davrQ. 

Smsm & Peer* iMhg4 Yield* een + mi r v ei berie. 
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US INTEREST RATES 

Latest 1 

OetJ HXJCJfl .. — 

PiWw ite t Tno aoatb 

Bn*arbaiiiis 71* Tbm amn — 

futlJuodl 5V Shmortfi 

fedhwte tt k n gve wiu ii - oneyter 


UK BONDS 


Traaauiy Os and Bend YMds 


DtTERNAIlONAL BONDS 

Da/i 

' Red S8P Bid «d. chge 

Fab 17 . ' dm Coupon Baling ' pnca yfd ytd 

■.was ^r; 

SB 02/97 - 5.750 . AAA 10S.7000 4JK -005 

Spam QUO? 5.750 AA 105.1800 501. -003 

phBpMorrta 03MM 5075 A 1010400 505 -0.06 

FWendFRN . 004)2 3020 AA 1000599 309 -004’ 

Auttria . 01/04 5500 AAA 104.1500 458 -005 

Abbey Net " 02AJ4 0500 _ AA 1001800 4.79 -053 

Cred Fonder 02/04 9.125 ’ A 1204300 559 -054 

3CFFRN 12/DI 5750 AA- 995098 458 -054 

ea ' oacr 75 qo aaa 1122500 525 -ore 

Abbey Nat _02/02 6500 AA 1Q&3500 651 

Wflfi Drancy .* • 06/00 6528 A 107/4500 5.14 -054 

0B FRN 83flH_ 6525 AAA 1005900 457 -056 

■n^oSa^i 

BB . 12/07 7528 AAA 1102646 6-19 -052 

CVeatHerBh ' • 12437 7.75C AA- 107.1087 8.73 -052 

BdUahGes l 0300 7.628 A* 101.1243 752 *055 

Abbey NuFRN 02m 2 7530 AA 100.1307 5.19 *054 

.-t 7 . i 

BB • 0007 7250“ AAA 1095700 553 -006 

ABNAitbo • 0007 7-125- AA- 105.7500 830' -051 

Ouebec 01/07 7-000 A* 105.1445 624 -056 

CMcoipFBN 0»04 6538 A* 993852 658 -054 

1 3**. : 

B*yerL-Bk - . OBrtM. 9300 AAA 1193099 5.78 -053 

Toronto 0504 8300 AA+ 1143898 5-70 -054 

Bel Canada 07/99 1052S A* 108/4813 553 

Deutsche 8 FNN • 0902 5575 AAA 1015033 6.45 -058 


Mur's Spread 
chge v 
ytd Govts 


^0.1 7 *013 

-020 *0.19 
-0.16 *031 

-013 -024 

-0.11 *0.18 
-0.10 *027 
-0.12 *037 

-0.12 *051 

-0.17 +OOT 
-071 *025 

-055 *033 

-078 -070 


-0.16 +021 
-013 +0.76 
-016 *037 

-0.17 -0.13 


-057 *040 

- *037 

-055 *051 
-004 *0.88 


T»ay- 

Ifrrvfl yrer-_ 

— _ 522 
534 

J0.EUROYW 

.Krv--* »?.- r> ai,- 

• },' •} 

: : ‘ -■ 


Rrtitor : — 

lgT? r : 
3by 

5.40 

5.« 

531 

wend Banx ‘ 
Spain 

Cred Fonder 
ttafyFRN 

03/02 5.260 

03/02 5.750 

OSiOS 4.750 
07/99 0.797 

AAA 

AA 

A 

AA 

1180500. ire 

1173000 134 

1123644 1.71 

1003566 089 

-4L01 

-OOI 

-0471 
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FTSJE Actuaries Govt. Securities . . 

Price indices Tue Day’s Mon Accrued xd adj. 

UK gate Feb 17 change % Feb 16 Interest ytd 

1 Up to 5 years (191 120.69 -0.06 12156 252 1.17 Byre 

2 5-15 years f20| 162.81 008 162.69 237 158 15 yrs 

3 Over 15 veers 20030 030 199.70 2.32 1.14 20 yrs 

a Irredee ma bles (4) 24954 031 248.66 3.06 157 trred.1 

5 Al stocks (48) 1555* 0 08 1 5555 238 1.16 


UK indices 

• “«**" c ® u Pon yMd -Wgh coupon yleM- 
Feb 17 Feb 18 Vk ago Feb 17 Fab 16 Yr. ago Feb 17 Feb is Yr. ago 

OIQ. ere ‘ 8.78 620 . . 6.18 654 . 624 022 6.88 

725 553 5 - 95 725 - 654 857 726 

55 15 7% 7 ^° 8JH 7 -3P 


g=gg ZvTSSXr*.' STSESV- 

6 Up to 5 years G) 216.14 • OOO 218.15 236 OOO UptoSvra 250 226 ! 7m 77a : — 

7 Over 5 years (10) 219.02 005 21853 0.81 1.86 Over 5 y^s 2.93 253 are ^ - 

8 AO stocks (12) 21731 0.04 21732 055 7.87 &71 

Avcrajo grtm redarapaon )teM at ahown ebova. Cotfxm Sense low: 0H-7VK; Meciwic 9M-KWW; rtgh: UH aid over, y FNt yWd. ytd Yew to 

FT Fixed Interest Indices 

mr-xmr ^ M> 17 ftb 16 M, n ^,2 ftbll Y f ano ^ ^ . 

Govt Secs. (UK) 104.10 10357 10355 10350 10354 9074 104.10 83.31 Fbred lowt itfl +» ■» : 

O FTS6 irtscnanonei Lu 1988. At rtgtBs reserved. - lor I9S7TB8. Owsu mni Secwfitos NgU since oonadtokxc wJ ~ >20 :1 a 139-SB 11632 
eomdtoeirt 13936 ll7/P20eL bw 5Q33(tt3W75t Bam IQO Oovotynml S«as»es IVl^ ski Fb " d ■*»—«■**» ■*«»» 


— tnOatfon io% — 
Feb 17 Feb 16 Yr. ago 

150 1.78 222 

2-71 S71 3.14 


UK GILTS PRICES 
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Trsst«HCel998tt 18S 

Ta*s7i«3Ct99ttt 725 

Tress 1477 

E*Sl Ibie 1998 — 1T58 

I/asJijOCl99aK..- 929 
Trra Ffi5 Rate 199^ _ 

bOl2i»PCl9» 11 £0 

Tr*rs KJLroe T*JS9 IOCS 

Trass 6ecl9S9tt 636 

C»1IKrpe1999 969 
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Tree 13K2COO 112) 

Ten Mac 1998-1 UK 
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Cow 9*|K 2082 i 847 

Tres9«pe20BC a SB 

£a* bk2®2 i am 
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Ttw tone 2003 '849 
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CURRENCIES AND MONEY 


Currency board plans boost rupiah 


MARKETS REPORT 


By Wolfgang Munchau 

There -was relatively little 
movement in the Mg curren- 
cies yesterday, -with most 
attention focused on Indon- 
esia and some of the smaller 
currencies of Europe’s 
exchange-rate mechanism. 

In London, the pound 
ended, unchanged against 

D-Mark at DM2.979. The US 
dollar advanced slightly 
against the pound, ending 
the day at SL632, up from 
$1,638 previously, and at 
DM1.825, up- from DML819. ' 

The Indonesian rupiah 
yesterday rose against the 
dollar to a range of Rp9,500- 
Rp9,600 after opening at 
Rp9.600-Rp9.90C. 

■ The rise in the -rupiah 
reflects President Suharto’s 
relentless drive to press 
ahead with a currency board 
system to peg the rupiah to 
the dollar. 

There is some talk in the 


markets about. a fixed rate of 
RpSOOO, which ex plains flip 
upward drift in the convey. 
The controversial decision 
yesterday 'to replace his cen- 
tral bank governor shortly 
before the expiry, of his offi- 
cial term .was interpreted as 
a further inrtirarirm of the 
president's determination. 

Not to be underestimated 
is the equally steelydetenni- 
nation by Michel 
managing director -of the 
International. Monetary 
Fund, and- his executive 
board. Saving secured the. 
firm backing of the US and 
the EU. Mr Camdessus is 
leaving no' one in doubt that 
the. IMF will reconsider th e 
$43bn rescue- deal for the 
country, if President Suharto 
goes wHwari with the scheme. 
The IMF is convinced that 
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the Indonesian economy 
could not survive the rigours 
of a currency board, espe- 
cially the extremely high 
.interest rates needed to sus- 
tain It, at this time. Mr Cam- 
dessus compared the idea to 
a medicine so strong that it 
would kill the patient 

■ One recurring theme yes- 
terday was the drift towards 
central parities. This was 
most notable for the Irish 
punt, which edged further 
towards its central ERM 
rate. There is no longer talk 

of _a punt revaluation ahead 
of Emu. Having traded at 12 
per cent above its central 
rate three months ago, the 
punt’s 1999 forward rate is 
down to a 2 per cent pre- 
mium 

■ The ERM may also come 
hack to haunt the UK gov- 
' eminent. Gordon Brown, the 
UK chancellor, has categori- 
cally ruled out to re-join the 
ERM ahead of economic and 
monetary union. 
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Almost everyone else in 
Europe insists on prior ERM 
membership as a precondi- 
tion for the UK’s entry. The 
list includes Wim Duisen- 
berg. president of the Euro- 
pean Monetary Institute and 
still the front-runner to 
become chief of the Euro- 
pean Central Bank: it 
includes the European Com- 
mission; it Includes virtually 
every decision-maker in 


France and Germany. 

Does this debate have any 
implications for sterling? It 
could have. One of the rea- 
sons for the persistent 
strength or sterling is the 
market's view that EMU-en- 
try is in the distant future. 
As such, it does not yet reg- 
ister on the markets' radar 
screens. Eut if one were to 
preface Emu -entry with two 
years ERM membership, the 
situation would change sig- 
nificantly. 

If the government wanted 
to join Emu after the next 
election, it will probably 
have to rejoin the ERM 
around the year 2000. There 
would be a presumption that 
the pound's central ERM 
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rate would be the same rate 
at which it will eventually 
convert into euros. 

One open question is 
whether the UK government 
can get its way and some- 
how bypass the ERM ques- 
tion. One should remember 
that the negotiations will 
take place in different cir- 
cumstances than the current 
debate about the first-wave 
members. This will be a 
negotiation between 
unequals: The EMU mem- 
bers will speak with one 
voice. The arithmetic of 

power politics suggest that 
they will dictate the terms. 

The reason against rejoin- 
ing the ERM are largely 
political With a fluctuation 
margin of 15 per cent, and a 
hypothetical central rate of 
DM2.60. the de facto margin 
is so wide that it includes 
the trading range of the 
pound for most of the 1990s. 
The risk that speculators 
would push the pound out- 
side these boundaries is seen 
as s mall 
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35061 

307380 

Dec 

90035 

06.070 

+0 050 

96.080 

96036 

577 -.6 

31612-3 

■ ONE MONTH EUROMARX FUTURES (UFFE)- 

DM3rr> poiTK ol iCO*v 


Open 

Sett price Change 

rtgh 

Lew 

Esr. ,LJ 

Open int. 

Mar 


96.52 

-0.01 



0 

1250 

Apr 


9649 

+0.01 



0 

£0 

May 


96.46 

+0 02 



6 

1 

Jun 


9642 

+0.01 



0 

Cl 

■ THREE MONTH EUROURA FUTURES tUFFE) 

LlOOOnv parat ol 100% 


Open 

Sen pr.ee 

Change 

HNjh 

Lew.* 

Esi not 

C-pen mt. 

Mar 

94.11 

94.14 

+0.02 

94.15 

94.11 

13674 

130793 

Jun 

9511 

95.14 

+0 06 

95.17 

95.11 

40855 

201708 

Sep 

95.58 

95.60 

+0.05 

95 62 

95.58 

13905 

121952 

Dec 

95.78 

95 01 

+0.06 

95 81 

95 70 

9794 

135200 

■ THREE MONTH EURO SWISS fflAMC FUTURES fUFFF) 6Fnm poirt-> cl IDO'* 


Open 

Sen pnee change 

Hon 

Lew 

Es vol 

Open im. 

Mar 

9894 

SS.S7 

-006 

90.94 

98 87 

18018 

69995 

Jun 

98.86 

9821 

-0.03 

98.86 

93.79 

14942 

55832 

Sep 

9076 

98.70 

-0.03 

98.76 

98.68 

3250 

21935 

Dec 

98.58 

98.54 

-0.02 

98 59 

98 54 

1022 

15183 

■ THREE MONTH EUROYBI FUTURES (UFFEl YlOOm pokils ol 1G0°t 


Open 

Sat: price Change 

High 

Low 

Esl vol 

Open mt. 

Mar 


98.95 

-0.02 



0 

na 

Jrai 


99.14 

-0.02 



0 

na 

Sep 


99.14 

-0.01 



0 

r»a 

■ THREE MONTH ECU FUTURES lUFFE) Ecu 1m points ot lOC'fc 



Open 

Sen price Change 

High 

Low 

ESL vol 

Open ml 

Mar 

95.69 

9529 

+021 

95 69 

95 66 

2B6 

89 09 

Jun 

95.75 

0S.78 

+0.02 

95.77 

95 75 

371 

7154 

Sep 

9575 

95.76 

+0 02 

95.77 

95.75 

466 

9703 

Dec 

95.94 

95.96 

+0.06 

95 96 

95.94 

587 

4254 


■ UFFE futures also traded on APT 

■ EUROLIRA OPTIONS (LIFFEI LI 000m poinu. of 100% 


Strike 

Price 

Mar 

- CALLS - 
Jui 

Sep 

Mar 

PUTS -- 

Jun 

Sep 

9400 

018 

1.18 

1.64 

0.04 

004 

0.04 

9425 

0.05 

0.95 

1.40 

0 16 

006 

0.05 

0450 

001 

0.72 

1 16 

0 37 

0.08 

0.06 

Esc wSL iota. Cans 2£e& Puts 1 1+33. Frowns ear's <w «u_ 

Cafe 2BM7S Pu-. 303105 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Feb 17 - BFr DKr FFr • 

- DM 

-« 

L 

n 

NKr 

E» 

.Pta 

SKr 

BFr 

e 

CS 

S 

Y 

Ecu 

Belgium 

(BFiJ 

100 

18.47 

1025 

4547 

1560 

47B1 

5-463 

2033 

4063 

4109 

2151 

3509 

1.827 

3528 

2656 

336.1 

2.451 

Danmark ' 

(DKr) : 

54.13 

-10- 

8.796 

2523 

1581 

2368 

2557 

1055 

2885 

222A 

11.69 

2.116 

0581 

2572 

1.438 

1815 

1527 

France 

(fFi) 

8134 

1137 

■ 10 

.2-883 

1306 

2942 

3382 

12^5 

305A 

2525 

1330 

2.406 

1501 

2356 

1.635 

206.8 

1508 

Germany... 

(DM) 

-2033 

S412 

.3363 

'. 1. 

0-404 

086^ 

. 1.127 

4.175 

102-4 

84.77 . 

4.458 

0507 

0538 

0790 

0548 

6854 

0506 

Ireland 

(t£) . 

51.01 

0424 

8380 

2+472 

1 •' . 

2439 

2-787 

1032 

253.1 

2oas 

1152 

1594 

0530 

1.353 

1555 

171.4 

1350 

Italy 

W 

2.092 . 

0388 

0340 

0.101 

0041 

. 100 . 

0114 

0483 

1038 

B.504 

0.452- 

.0582 

0034 

0080 

0556 

7530 

0051 

Netherlands 

(FI) 

18JJ1 

3382 

2575 

0587 

0359 

873.1 

1 

3.704 

9054 

7531 

3.955 

0716 

0396 

0701 

0/486 

6153 

0449 

Norway 

(NKr). 

*042 

9.120 

6.031 

2395 

0568 

2263 

2-700 

10 

2453 

203.0 

1058 

1532 

0.804 

1592 

1.313 

186.1 

1311 

Portugal 

(&S) 

20.15 

3.723 

3374 

0077 

0395 

0633 

1.101 

4578 

100 

82.79 

4554 

0788 

0328 

0771 

0535 

67.73 

0.494 

Spain 

pa) 

24M 

4.497 

3.965 

1.180 

0,477 

1184 

1330 

4525 

1205 

100 

5359 

0552 

0596 

0932 

0646 

6150 

0507 

Sweden 

(SKr) 

4028 

8351 

7521 

2.243 

0507 

2213 

2528 

9368 

229.7 

190-2 

10 

1509 

0.753 

1.772 

1329 

155.6 

1.134 

Swttzertend 

(Sfi) 

25^8 

A.T2B 

4.157" 

1340 

0301 

1223 

1397 

5.178 

1285 

106.1 

5527 

1 

0.416 

O07B 

0870 

8557 

0627 

UK 

(£3 

81.48 

1135 

0988 

2.97B 

1305 

2938 

3.357 

12r44 

305.0 

2625 

1338 

2.403 

1 

2552 

1532 

2006 

1506 

Canada 

(PS) 

26.13 

4327 

4-245 . 

1388 

0512 

1249 

1AZ7 

5587 

129.7 

1075 

5545 

1521 

0.425 

1 

0594 

8751 

0540 

USA 

(S) 

37X5 

6^56 

6.118 

1525 

0738 

1800 

2557 

7518 

1865 

154.7 

8.135 

1^72 

0813 

1A41 

1 

1265 

0.823 

■AOVft 

W 

29.75 

5A97 

' -4335 

1.442 

nwpt 

1422 

1.625 

6521 

T47.7 

1223 

6.428 

1.163 

0.434 

1.139 

0790 

100 

0729 

r 

Ecu 


4OB0 

7538 

6.630 

1578 

0.800 

1951 

- 799a 

8556 

2025 

167.6 

8515 

1585 

0884 

1.582 

1.064 

137.1 

1 


□wash Kroner. French Franc. Norwegian Kroner, m On ed M i Kronor per 10; BalgW' Frme. Yen. Escudo, lira end FeMM pw 10ft 
■ B4MBK IVTUKES (MM) DM 125900 par DM ~ • • 


(I MM) Yen 129m per Yen 100 


Mar 

Jun 

Sop 


Open Latest Change Wtfi Low Eat vol Open k*. ‘ Open Latast 

05497 05500 -0.0002 09505 .' 05494 .18932 72753 Mar 0.7990 07959 

0 5530 05530- - - 09534 - 05524, 178 . 3.708 Jun 0.8053 09058 

- 1' 1,631 Sep - 


Change High Low Eat. vol Open Ira. 
-00059 07981 0.7942 39973 100,484 
-00061 08077 09050 417 3,047 

3 540 


■ SWISS PRAWC -WfTimCT flMM) SFr 12S900 per SFr 


QMM) 262500 par £ 


Mar 

Jun 

Sep 


09869 06838 -09027 0.6861 0.6828 11.362 41985 

09908 -09035'- 06820 09906 579 1586 • 

_ ' - - - - 1 1790 


UK INTEREST RATES 


LONDON MONEY RATES 

Feb 17 Over- 7 ttoya 

. night notice 


Mar 19398 19322 -00038 1.6352 19310 4996 27990 

Jun • - 1.6290 +00004 19290 1.6290 163 1506 

Sep' - - - - B 569 

BBSS EUROPEAN CURRENCY UNIT RATES 

Feb.17 Ecu cen. Rale Change %+/-frwn % spread Div. 

raiae agalrettEcu on day cea rate v weakest Ind. 


One • Three Six 
month months montha 


One 


74 : 7V %-■’£ a:a'a:- 9 a:a 

Treaat« B8a - - 7^ - 7^ 7« - 7 « - : * .. 

- - 7i - 71# 7B - 7* 7* - 7& 

SaSwrtty***- 7A-7 7 m-7jj 7ii-7jl 7ji - 7fl 7%'- 7* 
Discount Market daps 7\ - 7, 1 * 7A- 7,'+ - - •••“ . . .-. 

UK ctearlng bar* base lentfng ran 7^4 per cert from No* 8, 1997 

Up to 1 1-3 ■ 3-6. 6-8 9-12 

montha morthi mortha 


4\ 


Certs of Tax tiep. (ETOOOOO) 2 J 2 ^ ! 

Cwts o, Tax dap. 

Am. tender 

S*S2^S"rSi2i?^r^rtj5S a. act IBM. scawnew iv «. v T^eapc*. Fbwwww . 

House Base Rate Bpc from Feb 1. 1888 

■ momtH STBMJWO FU7IWES (UR^ S500J100 poWs 100% ^ 


Ireland 

0788709 

0795975 

+0503156 

-034 

2.90 

2 

Spain 

183.828 

167/400 

-0.035 

2.18 

0.45 

-15 

Italy 

190048 

104858 

-055 

231 

042 

-16 

FHnd 

555424 

559161 

-000182 

235 

038 

-16 

rtnaTtilialil 

rufiiiyM 

197586 

202384 

-0.054 

2.48 

0.18 

-17 

Denoarit 

754556 

752834 

. -050149 

249 

0.15 

-17 

Prance 

045663 

6.82118 

-050201 

252 

0.12 

-21 

Oar many 

1.B2573 

157548 

-0.00054 

258 

. 005 

-25 

Austria 

135485 

13-9001 

-0.0037 

2.60 

034 

-19 


2.16070 

232857 

-000071 

2.62 

0.02 

-19 

Belgium 

39.7191 

40.7068 

-00137 

2. 64 

030 

-19 

NON BtM MEMBERS 






Qnrn 

295368 

311538 

-016 

551 

-2-72 

— 

UK 

0.793103 . 

0563223 

4-0001075 

-1838 

22.74 

- 


Open Sett price Chan^ rtflh Ur* 

Mar 9252 92^8 ' ftD3 ¥¥ % H 

Em go^2 92.56 -0.05 9E32 32-55 

^ gg £* -098 9292 

D« 93.04 9296 -A07 93.05 

Mar 83-27 93.19 -0-OS 8:127 85,18 

/uso wdad e» APT. Al Open wares! W - « hr preweui of- _ 

rn c H r M »r*nnilJIMOP , nOWB(UPT ; g ESOOOOO petnte rf 


Eat. vol Open W. 
20235 124802 

38368 136346 

25310 98828 

30073 91374 

6537 08815 


100 %. 


Ecu central rstoe set 6y the Bxqpean Cnnwr WI n i. Cwrenciea we to dwcsndng rahara atwigdL 
Frarogi cflsnge* am tor Em a poridn ctage dancree m wreM cmncyllneroanca dwws llw redo 
bataawi ara apresdre the pareMaga dSanra tienreen Ihs reart msrtw snd teu certrei rtw tor a 
cureacy. ext Ow nWnni peomoea peewnge MOca of tfw curaaqr'a mwxre ate tram as Ecu 
camrar ran. iTAise: aertng upandsd Wrn BM. A0atmart ertaaew by ms RwkW iknae. 

■ PHAAPBPWHE OWIOW £31^50 Per pound) 

CALLS PUTS 

Fab Mar Apr Feb 

1930 094 291 2.55 093 

1940 0.15 199 2.1 T 099 

1950 - 1.08 169 196 


Strike 

Price 


Mar Apr 

196 2.15 

196 2.63 

291 391 

Pnvtous dV* «t, CWb 10 Pus Tfl . Prav. d«y*» open W- Calls 3SJ09FUS 23^+0 


■ MUP6UWU SE MUKIS OH 1 10118 DM82.500 (Spar DM) 


Strike 

Price 

9225 

9250 

9275 


MO- 

024 

0.05 

0 


CALLS 

Jun 

0.35 

£L17 

0.06 


Sep MW 

056 0-01 

038 097 

021 027 


■ EsL *oL toce. crib 145S t*»x* 


19803. ftwtaua day^ open ht. Cefc 


PUTS — 

Jun Sep 

a04 097 

an ai 2 

025 022 

245003 235S6S 


Strike 

Price 

Fob 

- CALLS - 
Msr 

Apr 

Feb 

- PUTS - 
Mar 

Apr 

0540" " 

OS2 

-137 

• 

- 

026 

0.43 

0545 

043 

033 

132 

- 

040 

050 

n xxn 


as3 

033 

0.11 

0.80 



Pieriove «l, Oata 920 Pure l.Tao. Prev. ce^« eprei it, CA M09 Puts 25J75 


gMM) Sim points o! 100% 


BASE LENDING RATES 


% 

m&Corapany 725 
dhahBer*(GBJ 725 

gray Ansbachar 72S 

co SAsp Vseaya 725 
k of Cypres 73S 
ket bttond 7J3S 
kolkxfla 72S 

L of Scotland 7 ^S 
daysBarik 725 
BicofiAdEaat 725 
*i9k*V*»W« 

AflkNA 7 - 2fi 

jesoateBdrfc 735 
Cfl^peta WP Bg*725 

OESCo , 725 
reaPopulW’Ba* 7 -» 
caaLwrie 725 


ExsEfTnot Uffidad 825 
fiftB^rtiGenBar* 690 
. •fSobert Fbmng B 0*725 
•Qukuwaa Mahon 725 
Hal* B»*AG Zlirich 735 
■Hamtits Bank 725 
Gan IVBC725 
Cl HoareA Co 725 
Honfpreng 8 Shstghd72S 

Inveatec Bank (UQ W725 

JltfsnHtxJgeBank 725 

^^opcU Joseph S Sore 72S 

Uoyds Bank 72S 

MdandP®* 7^ 

NaOVeswmeiBT 72S 

■Bs8BKtt«& - 725 
Ho^BtofSceamd 725 
ScoWalt WttM BBnk 725 


•Singer fi Friedander 725 
a&rtfift WBmmoii 725 
Sun BanWno Corp lid 725 
TS8 725 

Unted Bank el KrtMiL 72S 
Unity Truffl Bar* Pt 725 
Whibsray Laktov 729 
YarirtttBBartc . . 725 

• Membecol London 
bMahnaniBartikig 
AtncUon 
.* in adminktradai 


Mar 

Jun 

Sap 


Open 

laram 

Change 

High 

’ Low 

&L vd Open InL 

- 9450 

9458 

- 

9458 

9458 

53,817 

470,394 

9450 

9452 

■*0.03 

9450 

94.47 

110315 

409363 

9452 

9455 

+0.03 

9453 

9449 

131.149 

321322 

ASURY BLL FUTURBS (IMM) Sim per 1D0K 



9534 

9533 

_ 


- 

247 

8.601 

9S.17 

95.16 

+033 

- 

re. 

145 

2.823 

95.16 

- 

- 

- 

- 

25 

159 


Mar 
Jun. 

Sep 

Al Open Want tigs, ere far pntbs tty 

(UFFE) DMIm points el 100% 


State 



CALLS - 




PUTS 


Price 

Mar 

Apr 

May 

Jun 

Mar 

Apr 

May 

Jun 

8479 

1.72 



1.61 

0 



0 

8500 

1.47 

1.36 

136 

156 

0 

0 

0 

0 

9525 

132 

1.11 

1.11 

7.11 

0 

0 

0 

0 

8530 

097 

aee 

056 

056 

0 

0 

0 

0 


E*t wL totri. cate 8283 Puts 3879. PraWou* day 1 * opan W- Cate 3844BB Pub 388307 
■ BUBO BWB8 FHAteC OHlKWg (L1FFH) SFr 1m pokia of 100% 


State 

Price 

Mar 

- CALLS - 
Jun 

Sep 

Mar 

- PUTS — 
Jiai 

Sep 

8900 

034 

037 

030 

0.17 

036 

056 

9925 

0 

03Z 

0.02 

056 

0.46 

057 

ESL VOL 

totaL Crtb 100 Are 350. fiwote Oe/s open int, Cate 7000 Puts 4705 
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F.X. FUTURES & OPTIONS 24 HOURS 


1 Ol 71 522 3333 
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FUTURES 
OPTIONS 
8c FOREX 

PRIVATE CLIENTS 
WELCOME 


1 :t >1* ^ * Y4 iitjjt*) ^-1 * i^r> Jll 1 

38 DOVER STREET, LONDON W(X 3RB Wt 
TEL: OJ 71.629 1133 FAX: 0171 495 00^ flfl 

http t// www. btLcojik ■=■ 


Fast Fills. 

Low Rates. 
Quality Service. 

^5-^25 

Futures & Opdore, reand-torn 

|MI tfmfaiinl (unjy 

for pzfcata dims. 

0800-262472 

Loudar OI71-24T-170I 

LIIND WALDOCK Sc COMPANY 

S.i.t rtisurll Si. - Lumli.n Frn II I’ 

SeiberiawL' 06 GO 5e 83 38 
wwwJfmJ-talitoetwm 

rwnrm 
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F reephone 
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0800888808 
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FUTURES 
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RrfufeSdurcc 



If you would like to advertise, or 
require any further information, 
please contact: 

Jeremy Nelson 
Tel: 0171-873-3447 
Fax: 0171-873-3062 


U.S. $500,000,000 

& National Westminster Bank 

{Incorporated m England rrth Bmiedbabiavt 

Primary Capital FRNs (Series "B") 

In accordance with the provisions ol the Notes, notice is 
hereby given that for the six months interest period from 
February IB, 1998 to August 18. 1998 the Notes will carry an 
Interest Rale of 5.8125% per annum. The interest payable on 
the relevant interest payment date, August 18, 1998 against 
Coupon No. 27 will be U.S. S2.922.40 and U.S. $292.24 
respectively for Notes in denominations of U.S. St 00, 000 and 
U.S.SIO.OOO. 

By: The Chase Manhattan Bank 
London, Agent Bank 
Fetvuaiyi8.lS98 


CHEVY CHASE MASTER CREDIT CARD TRUST II 

U.S.$138.O0O.OOO 

Class A Floating Rate Asset Backed Certificates, Series 1995 -B 

U.S-S12, 000.000 

Class B Floating Rate Asset Backed Certificates. Series 1995-B 

Oah InrrrtM A 0 : 1 ml F Jlr OdM; lU5P> 


'■ ftTMOV*. 
s«km 

i:ap2a*u 


Libra &rrwn)uunrai Dsnr 
Accrual FtnuJ 
Dsr» in AccnuJ F'mJ -7 

Thor lntcTEA .Accrual Rare* anJ Couf.x] Araraii 
ihe minor pacablr .jn S1ra»ir>. Maid, Itr. I«b 


frbnurrlb.l99S 


1J w MK .'a.; V> 

L'*J‘5J.+?S iV 

iu iSAW'rr 

•I-mjIJ Fr u-rJ + hi'n J»i,iTTitfiinr 

Bankers Trust Company 

orTnairr 


Dssioojnaooo 
The Industrial Finance 
Corporation of India Limited 
Floating Rate Nraes due 3003 
Inaccredxnra >eh ih | ran»i gdll».*ian. 
Bailee fc Ses+By pro Ihn far Uk oierm 

pmod FabnaiT Li, 19* 10 Aopn U. ins 

ihe Kaaxrl carry an mured rc* ot&UTi 
peranamn. 

Isureir math n <hr rrfa+aat inerau 
mmnn doe Angus lii. 1538 rit areona 
la ITS tSSJf. per US IUa) New and to 
USSaSA per US * 10008 Now. 
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Banque FkRrans 


LEGAL NOTICES 


UG8 ctvzroFjisncE ko tww of toyi 
ts imunzi DFtn MouTNCr jo rat 

X(BH-ItiEMXnaC4 
OtUSH HOLDINGS LIMITED 
tMDMDBTUnaN 

WtC 6 HBKV OVtMh* Iltanr dOntxcd 
Or aloe are wJ be odd a Mar fft, heal Ford 
Howe. SufiCD bat KaM. Here HOI TlCnia, 
Jar d/ ebaar> iw| at - OOpa U lovwdet m» 

ptfrt J* Sum W ft Mm M tlfc at * 
taw*’ rstffcSnji oriwnaat 

Am hire ikorid br aaqfanl nd nnrt *■ saa 
f*» *«o '<rt Horee, Kwk bad, ttriorl mb 
WOt UCbxXedMallherent^ri^uraM 

Aid dr mo* and akh re t- upanm n trtn 
8 hr mM re me at (he aen na rea n* » ree. 
nu tint Are ll» tare re fee bom d+Vnr te 
if bta k» Ac map Omfc a x«ag<i )<■ ttam 
Q*dOre Ifthtln d FcUmr, IMS 
OAWMKMCbaAkuaBXBr 


N.V. Nederlandse 
Gasunie 

DEM 75,000.000 
Inverse floating rate 
notes due 2003 

The rt'Mer, will bear interest ar 
S.H0625 ^ per annum for the 
interest period IS February 
l99Sto I ft August /,'W Interest 
fvyable c<n IXAugusr 199S will 
amount to DEM 44 TS per DEM 
1.000 note and DEM 447. 7b per 
DEM 10.1100 note 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


PERSONAL 


PUBLIC 

SPEAKING 

Training and speech 
writing by award winning 
speaker. 

First lesson free. 

Tel: (01727 861133) 
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COMMODITIES AND AGRICULTURE 


aluminium 


By Gary Mead 

A further development in 
the struggle between the 
world's al uminium and steel 
producers was unveiled yes- 
terday. with the announce- 
ment by Dubai Aluminium 
(Dubai) that it plans to raise 
annual capacity by 35 per 
cent and become the world's 
largest single-site smelter 
outside Russia. 

Based in the United Arab 


Emirates about 35km from 
Dubai. Dubai has started 
work on a sixth potline 
(series of furnaces) which 
should be completed in early 
2000 . 

When fully on-stream, the 
potline will Increase the 
smelter's annual production 
capacity to 525.000 tonnes. 

The cost of the expansion 
is put at the equivalent of 
S725m. Dubai said it was 
considering a bond issue to 


raise S500m in new finance 
for the project. 

Promising to "continue to 
fight the European Union's 6 
per cent duty" on imports of 
primary aluminium. Ham- 
dan bin Rashid A1 Maktoum, 
Dubai chairman, said: 
"Despite recent market vola- 
tility. the fundamentals still 
indicate strong growth in 
demand for al uminium into 
the new millennium" 

Global aluminium demand 


has been dented by the 
recent currency turmoil of 
same Asian countries, but is 
forecast by most analysts to 
grow this year by about 3 
per cent 

Dubai's is the latest Mid- 
dle East producer to reveal 
plans to expand al umini um 
smelting. These include 
about 240,000 tonnes in 
Kuwait. 480,000 tonnes in 
Oman and 240.000 tonnes in 
Qatar. 


Current global capacity is 
about 17.65m tonnes and 
"another im tonnes or so is 
a significant Increase, 
particularly as there are 
expansion plans in 
Australia. Iceland. India and 
parts of Latin America," said 
Wiktor Bielski , head of 
global commodity research 
at Deutsche Morgan 
Grenfell- 

Much of the increased pro- 
duction is being driven by 


the global car industry's 
deter mina tion to increase its 
use of lighter, cheaper alu- 
minium and reduce that of 
steeL 

A decade ago the average 
car used about 1001b of alu- 
minium: two years ago that 
figure had reached 2501b and 
the aim is to increase it to 
3501b in 2000. 

“The world's steel Indus- 
try won't take all this extra 
aluminium capacity lying 


down. It has seen the 
amount of steel in a typical 
car fall from 1,6001b 
1,4801b in the' past few years 
but it's fighting back with 
plans to produce steel with 
an its normal qualities but 
35 per cent lighter. 

“A likely scenario is that 
aluminium will continue 
taking market share from 
steel and that all this extra 
capacity will find a home, 
said Mr Bielski. 


Drilling at 
Terra Nova to 
start next year 


By Scott Morrison 
in Toronto 

Canada's C$4.5bn (US$3.1 bn) 
Terra Nova oil field off New- 
foundland will commence 
drilling next year and start 
production by 2000, the proj- 
ect's partners agreed yester- 
day. Output is expected to 
average 115.000 barrels a 
day, producing 370m barrels 
of crude oil over 15 years. 

The project had been 
delayed as the partners, led 
by Petro-Canada. negotiated 
facilities sharing arrange- 
ments with the nearby Hib- 
ernia platform. 

Regulators last month 
granted approval for Terra 
Nova, which producers said 
would have a rate of return 
on investment of 15-20 per 
cent 

Terra Nova is the second 
development in the Grand 
Bank-; region and the second 
largest field off Canada's 
east coast. The Grand B anks 
are estimated to contain 
4.7bn barrels of crude 
reserves. 

The success of the C$5.5bn 
Hibernia platform, the larg- 
est field, has spurred devel- 
opment of eastern Canada's 
vast offshore energy poten- 
tial. 

Partners in Terra Nova 
and Hibernia will share 


three oil tinkers to transport 
crude to shore. Chevron Can- 
ada Resources, the lead part- 
ner in Hibernia, has also 
agreed to share its onshore 
oil storage facility for a 1 per 
cent interest in Terra Nova. 

Producers have said the 
technology and construction 
infrastructure developed 
during the Hibernia project 
lowered start-up costs for 
new initiatives such as Terra 
Nova. 

Amoco Canada has a claim 
to a Grand Banks field esti- 
mated to contain 300m bar- 
rels. while Husky Oil is 
exploring a field 50km from 
Hibernia believed to contain 
250m barrels. 

Daewoo Heavy Industries, 
the Korean group, was 
awarded a contract to build 
Terra Nova's floating pro- 
duction storage and offload- 
ing vessel: Transocean, of 
the US, will provide the 
semi-submersible drilling 
rig. Petro-Canada. which has 
a 29 per cent stake, nil! 
design, construct and install 
production facilities. 

Mobil Oil Canada is partic- 
ipating with 22 per cent. 
Husky Oil has a 15.5 per cent 
share and Norsk Hydro Can- 
ada Oil & Gas a 15 per cent 
stake. Chevron and three 
other Canadian groups also 
hold interests in the field. 


Local distrust of golden promise 


G old mines in north- 
ern Greece brought 
wealth to the 

ancient Macedonian king- 
dom of Alexander the Great. 
But plans by Canada’s TVX 
Gold to introduce modem 
mining and extraction pro- 
cesses to the Kassandra dis- 
trict have been delayed for 
more than two years because 
or strong opposition from 
local residents. 

After protestors last 
November burned drilling 
equipment belonging to TVX 
Hellas, the company's Greek 
subsidiary, the government 
sent in riot police to prevent 
further violence. 

In Athens, a police officer 
was injured removing a 
bomb left at the private 
office of Vasso Papandreou. 
the cabinet minister respon- 
sible for implementing the 
So 50m gold project. TVX's 
proposal has been approved 
by parliament and would be 
the biggest greenfield invest- 
ment in Greece for more 
than 20 years. 

To help allay the resi- 
dents’ fears of environmen- 
tal damage, the government 
commissioned an indepen- 
dent study by IGME, the 
state mining research insti- 
tute. of suitable sites for tbe 
gold extraction plant and for 
a tailings pond to contain 
processing waste. 

Tbe study, presented last 
month, recommends four 
possible sites for the plant, 
including that proposed by 
TVX Gold, next to an exist- 
ing ore processing unit at 
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Local opposition to TVX’s Kassandra project, is strong 


the Olympiada mine. Waste 
should be transported by 
pipeline to a new tailings 
pond in a remote valley, the 
study suggests. 

Residents of Olympiada, a 
seaside village near the mine 
which has important archae- 
ological remains under exca- 
vation, are among the proj- 
ect's fiercest opponents. 

Vassilis Naoum, one of 
five village mayors given a 
suspended prison sentence 
for instigating last Novem- 
ber's demonstration, says: 
“We're not against gold min - 
ing in principle. But toe pro- 
cessing shouldn’t take place 
close to Olympiada. We 
think the government 
should persuade the com- 
pany to build the plant at 
the best alternative site rec- 
ommended by IGME." 

TVX Gold acquired the 
assets of Kassandra Mines, a 
bankrupt state mining con- 


cern, for $4 7m in a privatisa- 
tion deal in 1995. It plans to 
build a $220m plant to 
extract gold from refractory 
ore produced at the Olym- 
piada lead and zinc mine, 
according to Ken Sangster, 
TVX's head of European 
operations. 

Mr Sangster says a similar 
amount will be spent on 
developing open-pit and 
underground copper and 
gold mining at Skouries, 
about 15km from Olympiada. 

“The two projects would 
make Greece Europe's big- 
gest gold producer,", he says. 
“According to the feasibility 
study for Olympiada. we 
could extract up to 350,000 
ounces of gold a year over 
seven to eight years." The 
Skouries deposit could pro- 
duce about 250.000 ounces of 
gold yearly. 

Vassilis Tsilibaris, invest- 
ment banker for TVX Gold’s 


European operations, says 
construction of the gold 
extraction plant would start 
late in 1998. followed by the 
Skouries mine in 1999. “With 
two world-class projects 
operating In Greece in 2000, 
TVX would more than dou- 
ble its current gold output" 
Gold production costs at 
both Skouries and Olym- 
piada would be wen below 
the industry average, he 
says. “Skouries is an 
extremely low-cost deposit 
where the average cash cost 
would be less than giOQ an 
ounce. At Olympiada, it 
would be less than $150 an . 
ounce, malting both projects 
viable even under a low gold 
price environment” 

Skouries is a remote site 
and many residents are 
already employed by TVX; - 
so there has been little oppo- 
sition to the copper and gold 
minin g scheme. 


TVX has re-hired 650 
workers to revive lead and 
zinc production at tbe 
Maripm Tjkkns mine, refur- 
bish the Olympiada mine 
and repair environmental 
damage caused' by previous 
mining operations. Its total 
investment has reached 
$l30m. 

Production of lead and 
zinc ores has reached 250.000 
tonnes a year, enabling 
exploration and refurbish- 
ment to be financed out of 
cash. flow. But the Madem 
Lakkos mine, which has. 
operated far over a century, 
is likely to be exhausted 
within two years. 

The gold extraction plant 
would -provide at least 200 
jobs. Another 350 jobs would 
be added when file Skouries 
project starts up. Mr Sangs- 
ter says. ■' 

Kerin Hope 


Receding 
Iraqi 
threat 
hits oil 


MARKET REPORT 


By Gary Mead and 
Robert Corzfrre 

Crude oil prices hit a fresh 
46-month low yesterday 
amid speculation that the 
confr ontation between Iraq 
and the United Nations may 
end in diplomatic agreement 
rather than a military con- 
frontation. 

The price of international 
bellwether Brent Blend for 
April delivery closed on 
London’s International 
Petroleum Exchange at 
$14.43 a barrel. 5 cents down 
on Monday's close. It bad 
fallen to $14.37 a barrel in 
response to reports from 
Moscow that Iraq was set to 
accept demands for free 
access by UN arms inspec- 
tors. 

Traders believe a diplo- 
matic end to the crisis 
would pave the way for a 
much expanded oil-for-food 
programme that could 
release a new wave of Iraqi 
oil exports into already 
oversupplied markets. 

Base metals came under 
pressure again yesterday on 
the London Metal Exchange, 
with three-month copper 
trading at $1,649 a tonne 
before recovering to close at 
$1,672 - $19 down. Alumin- 
ium dropped $25 to end at 
$1,467 a tonne, having 
touched a 15-month low of 
$1,450. 

Degussa, the German car 
catalyst manufacturer, said 
it could begin serious pro- 
duction in early 1999 of a 
new catalytic converter that 
could reduce its palladium 
consumption by 30 per cent, 
move likely to depress 
prices. 

On the London Interna- 
tional -Financial Futures 
Exchange, the March con- 
tract for cocoa ended £6 
higher at £1,032 a tonne, 
while the coffee contract fin- 
ished at $1,745 a tonne, $11 
higher. 


COMMODITIES PRICES * - . / 


BASE METALS 


LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal Trading) 

■ ALUMINIUM, 98.7 PURITY (5 per loreiej 


Cash 3 mttis 

Close 1452-53 14705-71.5 

Previous 1477.S-85 1483-4 

High/low 1492/1450 

AM Official 1441-2 1460-60.5 

Kerb dose 1467-8 

Open nt 250.547 

Total daily turnover 128.534 
■ ALUMINIUM ALLOY IS per lorme) 

Close 

1283-88 

1310-12 

Previous 

1233-0 

1320-1 

High/low 


1320/1310 

AM Official 

1285-6 

1310-2 

Kerb dose 


1310-15 

Open int 

5.020 


Total daiy turnover 

1.855 


■ LEAD IS per tonne) 


Close 

505-06 

521-21.5 

Previous 

503.5-4.5 

5I95-20.S 

HigfVJow 


522/517 

AM Official 

502.5-3.5 

517-8 

Kerb close 


521-22 

Open int 

33JI4 


Too* ijaly lumewer 

3.567 


■ NICKEL (S per tonnei 


Close 

5250-60 

5445-50 

Previous 

5425-30 

5515-20 

High/low 


5580/5410 

AM Official 

5315-20 

5415-20 

Kerb close 


5465-75 

Open ent 

57.813 


Total daily nmover 

31.327 


■ TIN IS per tcnnei 


Ctose 

5200-210 

5320-40 

Previous 

5150-60 

5130-85 

HkjWow 


5185.-5110 

AM Official 

5180-85 

5205-10 

Kerb clow 


5235-W 

Open ini. 

14.016 


Total daily tumo/er 

6.156 


H ZINC, special high grade (S per tonne) 

Close 

10245-25.5 

1050-51 

PrewiuSi 

1033-J 

1058-9 

Hign/lovi 


1050/1040 

AM Official 

1015-6 

1041-2 

Kerb dose 


1047-48 

Open ini 

73.367 


Total daily lumaver 

37.842 


■ COPPER, grade A IS per tonnei 

Close 

1SAS.5-48.5 

1672-73 

Previous 

1663-1 

1690-91 

Kigfi/low 


1698/1643 

MJi Official 

i«9 5-50 5 

1677-0 

Kero dose 


1672-32 

Open int. 

146.166 


Tola! daily lurrover 

62.062 



Precious Metals continued 

■ GOLD COMEX HOP Troy CC.; S/Troy CC j 

Sett Day's Open 

price change HJgfc ion Vd tat 

Mt 2986 -Z 0 300 8 297 9 108 1.150 

Ha 298.3 -Z\ 3010 3«0 2* 13 

Apr 299.5 -21 302J 2986 18954 8555! 

Jen 301.3 -2.1 303.7 31*15 337 15599 

Aug 303.1 -21 305 7 302.7 322 $838 

Oct 305.0 -21 3050 JHS 246 3.204 

Total 20383173*18 

■ PLATINUM NYMEX 150 Troy oz.; S'troy a: j 


GRAINS AND OIL SEEDS SOFTS 


■ WHEAT UFFE QOO tonnes; £ per tonne) 

Sett Day's Open 

price change Kgh Lon VM tut 

Mar 8025 -040 8025 8020 199 1243 

May 8130 -020 82.45 8215 217 4206 

M 3430 -030 8415 84 15 2 728 

Sep 80.85 -015 80.40 8025 - 110 

Hat 3285 -015 83.00 8300 20 1.677 

Total 418 8,158 

■ WHEAT CHI iS.POCtau mar. CtnttgjOfe busfttj) 
Mar 32225 -725 32850 321 00 6,411 37237 


■ COCOA UFFE (10 tonnes: £/tormej 



Sett 

Day** 



Open 



pries chiiigt 

Wgfa 

Urn 

VM hit 


Mar 

1007 

+7 

1010 

1000 2,446 44000 

Feb 

Hay 

1032 

*6 

1036 

1025 2.141 29605 

Apt 

Joi 

1054 

*6 

1058 

1047 

239 14,452 

Joe 

Sep 

1075 


1078 

1075 

153 24.340 

Aeg 

D«c 

1102 

*7 

1105 

1098 

533 31238 

Od 

far 

1133 

*7 

1132 

1130 

96 27,544 

Dec 

Total 





5^34190^41 

TMal 


■ COCOA CSCE (10 tonnes: S/tomeel 


Apr 

3808 

-71 

3888 

3795 

862 

9.993 

WHy 

331CC 

-675 33850 331.50 

3241 26J7S 

Har 

1518 

*13 

1528 

1513 1.154 

843 

Apr 

Jul 

378 3 

-71 

385 D 

3775 

58 

381 

Jd 

341.00 

-725 345.00 34000 

3.630 26355 

Mqr 

1557 

*10 

1564 

1555 £653 3X417 

Jm 

Od 

377.J 

-71 

3850 

385 0 

J6 

36 i 

Sep 

34350 

-5.75 349.50 347.00 

468 3J»2 

JH 

1587 

*8 

1595 

1585 961 

8368 

Jd 

Jan 

377. J 

-7.1 

3820 

333.0 

11 

25 

Oec 

35953 

-6.00 36350 358.00 

521 5.052 

SRi 

1615 

*8 

1623 

1618 88 

6382 

Aog 

Total 





969 

11272 

Jd 

3SC.C0 

-500 

4 32 

Oec 

1650 

*11 

1653 

1653 68 12361 

Od 

■ PALLADIUM NYMEX OKI Tnjy o;.. S/fcey oil 

Total 



14371 9BJO 

Mar 

1679 

♦11 

1671 

1671 21 

9-529 

Total 


■ LME AM Official E/S rate: 1-6371 

LME Ctoatng C/S rate: 1-6320 

Sen 1 6315 1 nrrs 1 62*2 6 Eras I 6!K ? into 1 6T0) 


■ HIGH ©HADE COPPER 'COMBO 


Mar 234.05 -4 45 237 00 234.0) i?4 2.326 

Jun 23280 -3 95 23635 23270 TO 1465 

Sep 230 90 -3.95 I *?3 

Total 141 4£94 

■ SILVER COMEX (5.000 Troy cz~ Cental my ccJ 

Fell 675 5 -325 - - 21 20 

Her 677 0 -32 5 720 5 670 0 11.429 M4S6 

Hey 67D2 -31.8 714 5 665 5 2281 23.013 

Jul 6642 -31.8 7100 660 0 374 13.SM 

Sep 6627 -318 7<EQ 657Q 357 4.717 

Dec 661 7 -31 6 700 0 660 0 723 9913 

Total 1SSW 113X81 

ENERGY 

H CRUDE OIL NYME7 il 000 Parrels. Sbar’eli 

latest Day's Open 

price change HSgti Lea Vd mt 

Mar 1569 -0 33 1538 1552 42 520 63 323 

Apr 1583 -0 36 1613 1575 3i 281 37.745 

Hay 16 3D -031 1631 1603 6. C93 26.457 

Jun 16 48 1669 16 30 5 162 MJC» 

Jul 16 76 -024 168-3 1768 ! 3'C 23244 

Aug 16 94 -0 26 17 15 163= 1 167 16412 

Total 86215460534 

H CRUDE OIL IPE 15’^ar ref, 

Latest Day's Coen 

price change High Lon VoJ or 

Apr 14 42 -005 14 65 14 37 :a 34: 9T-S50 

Hay 14 75 -003 14 95 14 73 4 605 22 ."3 

Jun 1510 -007 15 27 1534 Z2V* 

Jul 1534 -009 1555 15 32 1 197 '3 iX 

tag 15 ai -00? 15 73 1553 W. 6?:5 

Sep 15 BC -0 06 15 99 15 7S T.££J 7.142 

Total 33JHM215J5: 

H HEATING OIL IlYMEt i-COOC US gfc ii15 afc.' 

Oxn 

Low Vo! ml 

43 25 11.342 23.127 

44 10 4 243 04,475 

44 2 953 15264 

45 50 1355 153:2 

46 60 230 <2 216 

47 £5 207 ?£r£ 

Z4JE5 J80.1SZ 


a MAIZE 067 iS.GflO bu nun: csnBi56to Ousrief) 

Star <62 CO -225 270.50 26*5.00 16.409107465 
Hay 276 75 -225 27900 274.75 8533 84253 

Jul 2200 -3 OT 265 00 281.00 3.908 81259 

Sap 23328 -200 34.50 31.50 423 11X54 

Dec 2S4 75 -3.00 23700 233 75 2.716 56X27 

Mar :s>).50 -300 31 J2S 28950 237 3.402 

Total 32004 316^97 

a BARLEY ’JFFc (ISO tonnes. £ per tonne) 


ToW 4345 78371 

B COCOA (1CCO) (SOFT a/tonne) 

Feb 16 Price free, day 

My n/a 116833 

B COFFEE UFFE (5 tonnes: SOonnel 


MEAT AND LIVESTOCK .... 

LI VE CATTLE CMS ^O.OOOKw: cants/lbs) 

Sett Day's Open • 

Price change Mgh Low Yd kd 

64375-aiOO 65.400 64325 2.613 5.706 

67.200-0325 68250 67.16011,785 48,311 
68.125 -0.725 68.700 68.100 3,468 27.177 


70300 -0.425 71750 70250 709 4.720 

71.400-0300 71 £75 71350 336 M90 

20230 08369 
a L E AN HOGS CME (404XXtt»: certa/lbs) 

52.475-2300 54300 52475 3372 19^09 
61.100-1700 62900 60850 867 11.473 
61.075 -1375 62.350 60.650 259 3310 

59325-1.175 60.850 59.150 103 1338 

56800-0750 57900 5BJBS0 83 1338 

B£74 41740 
■ PORK BB-UEB CME (40.00015b: cents/toe) 


Har 

74 65 

-0.35 


74.S 

sa 

7B5 

Kay 

7565 

-0.35 

7E65 

7550 

40 

165 

Sep 

7340 

-0 35 

- 

- 

- 

7 

Nov 

?040 

-055 

- 

- 

_ 

365 

Jaa 

loa 

?2-: 

-5 33 

- 

“ 

98 

72 

1J94 


Har 

1745 

♦ii 

1750 

1733 24X54 19424 

Hay 

1707 

*ii 

1709 

1696 1432 16413 

JH 

1682 

♦14 

1683 

1668 412 3.109 

Sep 

1667 

*16 

1667 

1653 107 1472 

Hot 

16S2 

*15 

1650 

1640 763 190 

Jm 

Total 

1637 

♦ 15 

* 

14 

4468 41221 


Feb 

4X250-2.100 46.800 43J50 

146 

257 

far 

43.425 -3.000 46800 43.425 

581 

3.705 

Stay 

44525-2500 47.250 44.300 

253 

3J81 

Jd 

43.675 -2.125 46.150 43.700 

72 

7-371 

Aog 

4202S-2000 44.750 42300 

19 

354 

Total 


1,071 

9.109 


JOTTER PAD 


LONDON TRADED OPTIONS 


a SOYABEANS ST isaabu mg cgfcSJi tagffi 

Mar SH: -9 50 67900 667 » 25.338 46.497 

Hay OT'j' 3 70 eel .75 653 50 ID 793 39.673 

Jul 47* K -1 T 10 K5 50 672 50 4.554 34.048 

A03 er4rj-1lSC2250 C73.00 265 5.704 

Sep '8" 'J* -!1 CO 68493 66100 14 033 

Hot 6i.-.:C -TO C: 6W50 655 50 2,145 15.003 

’em 43.175 142314 

a SOYABEAN OIL C2T 'M.CCOEJs: cenu/lbt 


Bar 

XU -2 23 

26 54 

2807 

a.102 36328 

fay 

^55 -327 

26 31 

3*48 

7.929 42766 

Jul 

27 70 

2715 

2583 

3/27 28293 

to? 

y -c 2 A 

77 

26 90 

651 4336 


-:'?i 

27 :o 

38 S3 

396 2 371 

Oct 

~ -3 3? 

275 

26 5? 

549 2350 

Total 




23^22 130588 

■ SOYABEAN MEAL CST 

H00 tons: Stool 


a Cung *0’ CSCE (37300lb5: cemaHta) 

Hw 164.75 -2.65 166.75 163.00 3.159 10348 

May 162.80 -0.70 163 35 16030 2.176 10366 

JM 157 25 *070 157.75 155.00 325 3328 

Sep 150 25 *1.75 15100 147.00 89 2370 

Dec 143 50 *200 144 00 14030 61 2340 

Mar 13830 *230 13610 13525 11 4*3 

TatM 5342 29387 

a COFFEE (ICO) (US caras'pound) 

Feb M pm. nay 

Ootid Cary - . n/a 12767 

15 Bay average — . n/a 13234 

H WHITE SUGAR UFFE «D lannea S/tonne) 


Apr 

May 

Jin 

Jut 

Aug 

Total 


Latest DaYs 
price change Mgh 

4J£0 -09? 4440 

44 55 -0.94 J'W 

45 15 -091 
4600 -C69 46 50 
«6!fl -0 59 47 JO 
4770 -Oil 43 10 


GAS OIL ire (&Tannei 



Son Coy's 



Open 


price change Mglt 

lam 

Vol 

tot 

Feb 

75 IS -0 55 7515 

72 70 

X? 

830 

Mar 

75 » -0.60 7i35 

7131 

j *7 

30.186 


75 86 -0 65 76 00 

7450 

51 

1 341 

fav 

7835 -C 60 76 90 

74 30 

775 

11.170 

Jun 

78 35 -0 5*3 76 A) 

7550 

20 

zmb 

M 

T7 25 -3 60 7750 

7550 

»1 

5 303 

Total 



5,169 7J.I00 

PRECIOUS METALS 



■ LONDON BULLION MARKET 



(Prices supplied bv MM Rothscwd) 



GoftfiTroy cal S pnee £ oqurj SFr equiv 

Close 297 30253 30 

Opening 29870-299.10 

Monwig fi« 29930 182.417 437 670 

Afternoon fix 259.20 133.CS 425.672 

Day's Hiflh 3W.65-!0l.i5 

Day's Low 297.20-297.60 

Prpvtous dose 29S.OC-298.SO 

Loco Ldn Moan GoM Lending Ratos (Vs USS) 

1 monih 389 6mcmJ» 3T« 

2 mercihs —3.96 12 months 3.52 

3 montrts 3.93 

SOver Fix »Vov os. US «s euuw. 

Scot 440.15 721-50 

3 months 432.30 70645 

6 months 432.95 703.35 

1 year 434 05 699 S5 

Gold Coins S price 5 equr*. 

Krugerrand 298-300 183-184 

Maple Leal 

New Sovereign 63-71 42-13 


Sea Day's Open 

price change Htgb Lon Mol tot 

Har 13525 -150 5372S 138.25 wl- 2321S 

Apr 137 25 -t 75 139 K 136 75 4575:2 455 

May 13375 -1 75 IJi 25 1 3925 1 %y 9’7» 

14273 -125 143 50 14200 :"CS i:?3i 

Jflf 1452S -0 75 14550 144 00 1353 4^:7 

Aug 147 M -0 ^ 1475.J 14i5Xi 40? 4 5-50 

T0B( 2A50G){)73O 

H NATURAL CAS P5 ■! VJb =rrr^ tern ;i casr 

Mar 3.5>X) -0.050 9.990 ?»> 55 Z 533 

Apr 3710-0020 9 730 5 7CC 45 

Total 555 1353: 

■ NATURAL QAS WfWEt I1QJW *u£a.. Srnunau , 

tales Da/s Open 

price change High Um Vei M 

Mar 2iai-fl0?a 220) 2 152 ?2.2j0 V 
Apr 2215-002? 2215 2:W 11151 27119 

May 2250 -0077 2775 2 230 2^3 13057 

Jan 2365-00;: 23S0 2345 VS) USES 

M 2280-0027 2300 2^0 1.374 10637 

Apg 2295 -0022 2 319 2J80 1 772 :136o 

Total ES52CLB1 

■ UNLEADED GASOLINE 

NVM& (4Z00i1 us qaus . l,’J 5 ga»5 ! 


Mar 

"ii -3 2 

1300 

156.0 

S205 35235 

May 

t-i 1 -16 

133.0 

113 3 

5 6S3 40.531 

Jaf 

•■■il -35 

1335 

185 0 

3.723 24 799 

Ang 

■2;c -2 3 

1830 

1C5 3 

1.043 

8.503 

Sep 


:sao 

i*7 5 

404 

5.910 

Oct 


two 

187 S 

339 

2.077 

Tdal 




20544 124JGB 

■ POTATOES L(=?E i 20 :o nn«: 

per tonne] 

Mar 


_ 

. 


_ 

Act 

7? ; -5 3 

735 

70 0 

33 

994 

fay 

ii: -45 

•23 

E?0 

15 

180 

Jw: 

*5 *4 1> 

- 

- 


_ 

Hov 

57 0 - 

_ 


_ 

3 

Total 




S3 

12*9 

■ FREIGHT = .-?£>' i JFFE fSiO-indo* pant) 

Fob 


S-Xl 

335 

12 

215 

far 

*:s 

1120 

1CM 

36 

476 

Apr 

•IK -10 

UK 

114s 

14 

618 

A4 

:C:5 

- 

- 

- 

156 

Ocr 



IT30 

10 

168 


Steae Pm 
OS9 zs 


72 U78 


Mar 

Apr 

Hay 

Jut) 

Jul 

Aug 

Total 


latest Day's 
puce change Wgh 
48 65 -0 71 49 iC 
52 55 -0.79 «CO 
U10 -06t 63 V> 
5325 -Ofii 53 20 
5330 -0.46 53 30 
52.85 — 0 4t 63 95 


Open 

Lms tot tat 
4S00 11016 3017 
5190 6 305 23 733 
52.50 2.310 15.679 
52 95 573 10 627 

5290 727 9270 

5Z50 163 J 538 

23.481 1B4.6S4 


PULP AND PAPER 

■ PULP EX -~M-X .VSS. 24 air dry tons) 

SeS Orr’s Open 

Pres Chases High IM lfN M 

Her 4-0 :: -:93 4MG0A!409 51 461 

Jun 5V75 -i ~ 31503 5U) SO 76 443 

7«al T77 885 

FUTURES DATA 

A.1 ‘JS.TK UiZZTCd Sy CMS 


Minor metals I-W Vna) Sutebn 

S-rcr-sc W “»*c* S per i*. n xarennse. 
.nm Tf*e'/.sr atoirf fvs wrei •: m tracKeb. 

.zrar^eJ. A nhiumiy. 5 pv Wfro, 

ItK-'fK BtawiBB mn. 9039^,. 

'■:r*K ta 75 CadaUwt ™ 999519. 
z*rQixrjrn :0 'fXt.’tO ■3C.50-75 00). ColMlB 
M3 rrr. 24 0O255C (7450- 

25.C3- -. r 13.30-1? 90 I19JG- 

'MSi. t hi iu y rw 95 99 a. 5 pci 76 B> fix*. 
i3£« - 43 -’ec-tfip, Ifc^Weipn dnjrnmep 
.• I* 5.75-loa il rc-J£lB 
irr 505'- 3X-JCJ T iui p mn Cnc shavtrU 
rrru «£ * S :3fW vr>I .10*1 rtC, CJF. 
43-5J ttewfunc rsei Hm. OF. OX* 70 IB 80- 
f. -57- Urimunt. riuewo ir^slswS ettf o npu 
/a«e 5.5J '9 15. 


far 

235 7 

-31 

288.8 

35.0 1633 16258 

Aug 

2902 

-43 

2949 

2897 

266 7.441 

Od 

2904 

-42 

2940 

2S3.7 

282 6.174 

Dec 

292.7 

-3 9 

235 0 

295.0 

10 742 

far 

3007 

-2.7 

3025 

302.5 

15 227 

far 

3013 

-1 1 

305.0 

3050 

31 280 

Total 





2212 31662 

■ SUGAR 11' 

CSCE (1 12.000S3K centa/Os) 

far 

10.75 

-C25 

1 1234 

10.74 7,041 49688 

fay 

1048 

-024 

10.73 

10 48 4640 70.170 

Jd 

HL30 

-0 21 

1052 

1028 2494 31.950 

Od 

10.42 

-O.M 

1055 

10 38 

859 39.740 

far 

1051 

-0 13 

1065 

10 51 

344 1 4221 

far 

1050 

-0 13 

1062 

1069 

154 2630 

Total 




1567*218028 

■ COTTON NYCE (SO.OOOttrs: cents^bsl 

far 

65 94 

-0.30 

66 05 

6660 8692 21 674 

fay 

6713 

-054 

67.38 

66.92 8.529 22.188 

Jrf 

8332 

-0 70 

6870 

6825 2.450 17.440 

Od 

70 51 

-0 56 

70 95 

7050 

231 2J41 

Dec 

71.96 

-045 

7225 

n.M 1624 19.443 

fax 

73.50 

- 

73.40 

73 00 

79 W8 

Tew 




22.720 feH4 

■ ORANGE JUICE NYCE US.GOOfas; cws/tel 

far 

96 85 

+!OS 

9725 

94 90 

830 It-, 065 

fay 

100)0 

*1.10 10025 

96.00 

744 8 830 

Jd 

103.10 

*1 10 10300 101.00 

103 S.28Q 

Sen 

10585 

*095 mss 10595 

39 3.T14 

Hov 

107 85 

*1 OS 107.10 106 SO 

12 2576 

Jan 

109 65 

*1.15 

- 

_ 

• I 1.092 

Total 




17607 38.118 


Strike priea S tonne 

— Cate — 

— Put* — 

■ ALUMINIUM 





(99.796) LME 

Mar 

Jun 

Mar 

Jun 

1400 

as 

115 


19 

1500 

13 

54 

25 

57 

1600 

- 

21 

112 

121 

■ COPPER 




- 

(Grade A) LME • 

Mar 

Jun 

Mat 

Jun 

1600 

84 

131 

5 

32 

1700 

20 

73 

44 

72 

1800 — 

2 

36 

123 

133 

■ COFFEE UFFE 

Mar 

May 

Mar 

May 

1650 

95 

ICO 

1 

45 

1700 

50 

73. 

5 

68 

1750 

11 

31 

16 

Wr 

■ COCOA UFFE 

filar 

May 

Mar 

May 

975 _ 

32 

69 

1 

12 

1000 

11 

52 

4 

20 

1025 

1 

38 

19 

31 

■ BRENT CRUDE 





IPE 

Mar 

Apr 

Mar 

Apr 

1450 

23 

87 

82 

62 

1500 

34 

BO 

S3 

B5 

1550 

23 

41 

132 

116 


CROSSWORD 


No.9,6L0 Set by CINEPHILE 


LONDON SPOT MARKETS 

■ CRUDE CHL FOB (per barefl tor- 

Duba Sl?.40-Z-42x -0JJ4O 

Brent Blend (dated) S13JS3-AS8- -OJJ8S 

Brent Blend (Mar) S1450-4.S3 *0 jJ15 

W.T.I. St5SO-5-82x -0260 

■ OH. PRODUCTS NHEpnmpt e**wy W (tom) 



VOLUME DATA 

Open inwwt and Volume data shown tor 
contracts traded on COMEX NYMEX CSX. 
NYCE. CME CSCE and IPE Crude O# are 
one day <n arrears. VoLme & Open Interest 
toiab an ter oa treoed merths. 


INDICES 

■ Rwn iBase la'Sttl 100) 
P® 6 17 Feb 16 month ago 
t72SJ? 1729.5 1744.3 

CRB Futures [Base. 1967 ^ 100) 


l«r ago 

19819 


Feb 13 Feb 12 
231-62 £31.66 

l GSa spot (Base: 1970 = 100) 


mon t h ago year ago 


Feb 13 Feb 12 month ago year ago 
170.84 n/j 169.03 t92JS 

LMH WARXNOUSE STOCKS 


Afumtawin 

*2 . 275 

to 

669,450 

«UiMum afry. 

-160 

to 

42.900 

Copper 

*2.650 

to 

369/25 

Lead 

-T25 

lo 

107,579 

NcM 

-54 

to 

65.BS0 

Zinc 

-725 

to 

482.475 

Tr> 

-75 

d 

10.950 


Premium Gaeotne 

S167-188 

■2 

Gets Oil 

$134-136 

-1^ . 

Heavy Fuel OS 

$58-61 


Napfima 

5153-154 

-1 

Jet fuel 

$150-151 

■e 

Diesel 

S140-142 

-1 

■ NATURAL GAS (Pence/tharm) 


Baaon (Mar) 

9.85-9.95 

-04)50 

PetrUum Argus. I'd. londbn |0l?1) 3S9 87S? 

■ OTHER 



Gold iper troy *4* 

S298.05 

-020 

Saver (per troy azj* . . 

«OJOc. 

-17.00 

PSBinum (par way at) 

$3874)0 

*1.50 

Palladium (per boy azj 

$537.50 . 

-050 . 

Capper 

62.0c 


Lead (US prodj 

45.00C 


Tin (Kuala Lumpur) 

20 58T 


Tin (Naw Yorit) . 

251.5 


Carte (live weigh!) 

88.54p 

-1.06- 

Sheep (five y/wgWJ 

8Q,B9p 

■Ml! 

Prja (live WtagWIf 

To.rop 

■425- 

Lon. day suqar (r**) 

S265.S0 

+OS0 

Loa day sugar (Vrte) 

S285J0 

*14)0 

Bariey (Eng. lean 

Unq 


Mace WS W3 Ysfioa^ 

Cl 09.00 


Wheat (US Dark North} 

Ifciq 


ftaOber [Mar)V 

S2.7Sp 


Raster CAbfflf 

53.75p 


Rubber (KLRSSNoi) 

308 son 

+6^0. 

Coconut 08 (PNU§ 

5704)y 

-154) 

Palm 08 (Maoy.)§ 

632.5 


Copra (PW)§ 

5385Dr 

-1O0 

Soyabeans (US1 

185.0 


Cotan OuStaefc’A' ntot 

»35c 


Wooitsps (6ds Super} 

3WP 



C par teM« irUns ottwrata* Mated. puencWta. c catm. 
'"'M’t " rvubttg. y F * *pr..- 

•Uwfcn Ptiy&caL S OF nmn 4 Bribai matat. 
croc "OnnaBcnwre*. t&na cm 717 httti cf pgi wb. 


ACROSS 

1 Key worker on street, an 
. awfiiljpity (8) 

4 Boy holding a record pre- 
sente* - make the best of 
dJ (3,3) 

8 Point and purpose causing 
reding (7) 

9 Setter swallows an insect 

- and becomes a tycoon (7) • 

11 Measure for sport taken in 
hand by the banks OS) 

12 Measure to prop d a boat (4) 

13 Measure that could be 

- caught (5) 

14 Remove what can’t be seen 
. ( 8 ) 

16 Leo's busy giving the bene- 
diction (5,3) - 

1$, a> way hot spot for file 
cross boss to play (5.4) ' 

21 Piece of unseasoned wood 
gets fracture (10) 

23 Pay must corrupt little 
creature (52) 

24 .Former prison holds North 
American leaders CA 

25 Live _ concerned with team 

26 Noah’s second craft on the 
Trent? (6) 

.. DOWN . . 

1 Met up with relation at 
more than one speed (5) 

2 Jugat baseball (7) ' 

3(g)(9).... 


6 Prize for a patient scene (5) 

6 First of the sixth by way of 

■ being a shrub (7) 

7 War whoop by flier raised 
Scotsman on line (6,3) 

10 He keeps the money com- 
paratively safe at new rate 
(9) . 

13 Synthetic material made by 
. two giris. we hear (9) 

15 Authentic inversion of sim- 
ple lad: no umpires needed 

. . 15^1 ■ - - 

17 Greek navy’s fight for sau- 

■ *Ses (7) - 

s 'turn revealing circu- 
lar structure (7) 

21 Glutton. unmanned by fruit 
(5) 

22 Drug of doom or the whip? 
(5) 

Solution 9,608 
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LONDON STOCK EXCHANGE 


Fresh highs all round for the FTSE indices 


a-.. — 




market report 


By Steve Thompson, 

UK Stock Market Editor 

The main FTSE indices yesterday 
set new highs as the stock mar- 
ket respooded to a fresh burst of 
domestic and overseas buying 
interest. 

The demand for shares 
spanned the whole market and 
was fuelled by gains in global 
markets, continuing speculation 
about more bids and mergers and 
by encouraging economic news. 

The performance of the FTSE 
100 was all the more impressive 
in view of the poor showing by 
Barclays Bank shares, which fell 


in excess of 6 per cent, following 
poorly received preliminary 
results. Barclays' dreadful share 
price performance was worth 
over 10 Footsie points. 

The index crossed the 5,700 
mark over lunch, anticipating a 
rampant Wall Street. By the fin- 
ish, the FTSE 100 was 89.6 ahead 
at 5,709.5, a new intra-day and 
dosing record, extending the rise 
over the past three sessions to 
157 points or 2.8 per cent 

The FTSE All-Share closed 
25.58 higher at a closing record of 
2,634.9, having reached an intra- 
day peak of 2.637.01. The FTSE 
250, meanwhile, burst through 
5,000 to end the day 15.9 up at a 
closing high of 5,007.8. after an 


intra-day record of 5,008, while 
the FTSE SmallCap nudged 
ahead to a record intra-day and 
closing high of 2,4295. up 3.7. 

Dealers were slightly surprised 
by the pace of the market's 
advance. “It's quite clear that the 
market has been caught out by 
the size of the new money com- 
ing in." said the head trader at 
one big European broking house. 

He insisted it was the prospect 
of more bids that was the main 
driving force in the leaders, and 
noted that the consumer stocks, 
left behind by the banks and 
pharmaceuticals in recent 
months, were catching the eye. 

Among the best performers in 
that group yesterday were Rank, 


which reports on Friday, and 
drinks groups Allied Domecq, 
Bass and Scottish & Newcastle. 

London was quickly into its 
stride yesterday. The FTSE 100 
recaptured an early five-point dip 
and moved smoothly into top 
gear, helped by positive perfor- 
mances in Asian markets. 

Sentiment in London was given 
a further lift by the public sector 
debt repayment of £10.88bn. a 
new monthly record, which 
encouraged the gilt market 

The Dow Jones Industrial 
Average pushed up SO points to a 
new peak only minutes after New 
York opened, with much of the 
interest prompted by a good per- 
formance in the bond market 


The rather un fa s hi onable mar- 
ket areas of general and food 
retailing have provided the bid 
surprises over the past couple of 
weeks,, with GUS launching its 
bid for Argos, and Kwik Save and 
Somerfield revealing their 
merger talks. 

One story circulating yesterday 
suggested that Next, the fashion 
retailer, was running its slide 
rule over Storehouse, the retail- 
ing group that encompasses the 
BHS, Mother care and Habitat 

rhainq 

Turnover in equities was 
864.1m shares, boosted by a plac- 
ing of 5 per cent of Compass 
Group shares by Accor, the 
French hotels company. 
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Indices and ratio* 

FTSE 100 ’ ' 57095 +89-6 

FTSE 250 5007.8 +15.9 

FTSE 350 2715.1. +365 

FTSE AD'Shana 2642J35 43357 

FTSE AK-St®re yteJd '.255 258 

Best pe rf o rmi ng ace ta te 

1 .Insurance — 

2 Tobacco . — ~~ 

3 Breweries: Pubs 4 Rett 

4 Banks: Retail ~ — >1.7 

5 Support Services - +1-7 


FT 30 3498-1 

FTSE Nan-Fins p/e 21.60 

FTSeiOOFut Mar 5694.0 

10 yr Gift yield . 559 
■Long fflt/equlty yW ratio 2.05 


+38,6 

21.34 

+74.5 

6.01 

2.03 


-+-3-9 

..+22 

.+ 2 . 0 . 
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Worst |tc t faw ni ng *«ctOfs 

1 Water — . 

2 Bectronta & Bee -O O 

3 Divarrified IndS “0-0 

4 Chemicals — — -•*'] 

5 Construction ‘ 


Barclays 

shares 

slide 


By Peter John 
and Martin Brice 

Investors' worst fears were 
realised yesterday as Bar- 
clays shares recorded a 
three-figure fall while the 
Footsie hit a new high. 

Figures from the bank 
came in below the bottom of 
the range of analysts' fore- 
casts and were, in any case, 
flattered by a lower-than-ex- 
pected bad debt charge. 

Expectations of a hefty 
share buy-back programme 
had cold water thrown over 
it. There had been hopes or 
£lbn returning to sharehold- 
ers but the big figure is only 
going to be £500m. 

Finally, the all-important 
dividend increase looked pal- 
try at 17 per cent compared 
with the 30 per cent risean- 
nounced by Lloyds on 
Friday. 

Analysts knocked their 
current-year forecasts back 
by about 7 per cent and the 
stock tumbled 118 or 6 per 
cent to £18.13, easily the 
worst performance in the 
Footsie. Panmure Gordon 
said that on 15 times pro- 
spective earnings it was now 
a “buy" opportunity. 

Nervousness began on 
Monday after one Sunday 
newspaper revived specula- 
tion that Barclays was 
poised to merge with 
National Westminster. 

Although that story got 


both banks' share prices up, 
it was seen by some as the 
product of a classic smoke- 
screen operation before the 
announcement of bad news. 
Analysts cited other exam- 
ples of Barclays merger talk 
whipping through the mar- 
ket just before a slug of dis- 
appointment. 

National Westminster, 
which at the weekend was 
talked of as Barclays' merger 
partner, shed 9 to £11.65. 
Lloyds TSB, which set the 
results standard for the prin- 
cipal banks with its spar- 
kling figures on Friday, 
improved 45 to 945p. HSBC 
advanced 95 to £16.97 on the 
back of firmer Asian mar- 
kets. 

SmithKline Beecham 
posted data that were good, 
but no better than forecasts. 
With the market concentrat- 
ing on the merger with 
Glaxo Wellcome, rather than 
past performance, the shares 
trod water. 

Some lingering concern 
about SmithKline having to 
pay a special dividend to 
Glaxo shareholders to com- 
pensate for the imbalance of 
the split, restrained the 
share price to a rise of 2 to 
837p. 

But the focus remained 
firmly on what one dealer 
dubbed “ a marriage made in 
pharma heaven". Robin Gil- 
bert of Panmure Gordon said 
the most interesting thing s 
to come out of the confer- 
ence call to analysts were 
the “glowing comments 
about competing Glaxo prod- 
ucts". 

“I presume we are going to 
see some cooing and loving 
from Glaxo when it reports 
on Thursday," he added. 


With both companies keep- 
ing tight-lipped until the 
“engagement ring” offer doc- 
ument is published early 
next month, brokers were 
left waiting in the aisles. 
Glaxo rose 22 to £19.61. 

Prestwick bid talk 

Prestwick Holdings, the 
printed circuit board maker, 
gained S'.-s to 5Bp after it said 
it had “received a tentative 
approach that might lead to 
an offer for the company". 

A story’ went round the 
market that IT Group, the 
diversified industrial that 
holds a 9JZ per cent stake, 
was behind the offer. Shares 
in TT, which denied the 
story, were up 3 at 274Vip. 

The move follows an 
agreed 150p a share offer 
from a US venture capitalist 
last month for fellow circuit 
board-maker Kode Interna- 
tional, which was 


unchanged at 146%ip. 
Symonds. the printed circuit 
board -designer and maker 
that in November unveiled 
loss-making interim results, 
gained 4 to 40Vip. 

Pearson, the media con- 
glomerate that owns the 
Financial Times, continued 
its recent strong run and 
broke through the £9.00 bar- 
rier to close up 27 at 905p. 
Nick Glydcm, technical chart 
analyst at Robert Fle ming , 
said that having overcome a 
strong resistance point at 
850p. the stock was poised to 
move ahead to the next 
chart level - 950p. 

A near 16 per cent increase 
in annual profits, at the top 
of the range of forecasts, 
helped WPP add 1254 at 
297V.p. 

Cavaghan & Gray rose 30 
to lll'/ip as Northern Foods, 
which eased to 256 , /a p, said it 
had agreed a recommended 
cash offer by Northern for 


FT 30 INDEX 

Feta 17 Feb 16 Feb 13 Feb 12 Fab 11 Yr ago ~Wgh tow 

FT 30 3^9a. 1 3459.5 3446-2 342&S 3449.3 284313 3408-1 2668a 

Ord. d «. yield 3.06 3.10 3.12 3.14 3.13 4.05 422 3.06 

P/E ratio net 23.13 22.B7 22.72 2258 22.68 17.16 23.13 1550 

P/E ratio nil 22.93 22.67 3253 2256 22.48 1655 22*3 15.71 

FT 30 ua cc m p Mnt h-yi Mai 17/G2798: low <94 26XMO Bose Mi 1/7/35. 

FT 30 hourly changes 

Open 9 10 11 12 13 14 IS 16 High Low 

34595 3460.6 34705 34735 34782 3477.1 3485-2 34815 34835 34981 34575 
Feb 17 Feb 16 FaQ13 Fob 12 Feb 11 Yr ago 

SEAQ bargains 67,211 60.702 57.029 64.337 64.337 47,719 TR A UlffpiX 

Equty (Cmtt - UA 1B2E5 1837.1 20785 2347 JO 

Equity bargamsf - NA 45.456 46.156 48444 45.630 

Snares traded fmOT - NA 550 527.1 6009 853.1 

tE,cti*Sng mtro-mirtifli and avwsas turnover l M ncfutfng Craw ttrfnowar. 

C FTSE taerruoonjl Untied 1998. AU rights laoormd. -For 1907/98 


the 37.4 per cent of Cav- 
aghan it did not already 
own. 

Northern is to pay 115p for 
each Cavaghan share, as 
well as a special second 
interim dividend of 3p. The 
offer values Cavaghan & 
Gray at £79 .2m. 

Compass slipped a penny 
to 829p in volume of 38m, the 
busiest stock in the market 
as the stake held by Accor of 
France was reduced by 
almost half to about 4.7 per 
cent. Dresdner Klein wort 
Benson and HSBC took the 
shares, which were to be 
placed. 

Freeport Leisure, the 
developer and operator of 
factory outlet shopping and 
leisure villages, gained 30% 
to 289yip after unveiling a 39 
per cent interim profit rise. 

Dobbles Garden Centres, 
which floated on Aim. at 200p 
in March, rose 27% to 322 VSp 
after it met profit targets in 
its prospectus and made a 
bullish trading statement 

IOC International lost 28 
to 138V(p after it issued a 
profits warning and said its 
finance director would 
resign. It also said it was 
reviewing its options, 
“which may or may not 
result in an offer being made 
for the company". 


to enter a crucial reporting 
period, with results due next 
week from seven companies. 

Plasmon rose 1414 to 69p 
after a press report that it 
was close to signing a supply 
deal with a leading disc 
drive manufacturer. The 
company confirmed - this 
after the market dosed. 

British Aerospace was 
very strong ahead of figures 
on Thursday, and gained IS 
to £17.90, with sentiment in 
tiie stock helped by hopes of 
an a finnim »gment on consol- 
idation In the European 
defence industry. 

The company also said 
yesterday that the propor- 
tion of. its shares in foreign 
ownership had reached 29.39 

per cent The permitted max- 

imnm jg 29JS per cent. 


FUTURES AND OPTIONS 

■ FTSE ICWHe^HmfflESpjFFEieaSpBr M index point 

Open San pilce Change High- Low Eat vd Open W. 
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564311 
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5630.0 

57480 


5604 j0 +644 

5759.0 +64.0 

Sep 5829.0 +64D 
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■ FTSE 100 BibEX OPTION (UH=E) (~66B4 > CIO per full index point 
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JBA Holdings continued to 
suffer in the wake of its prof- 
its warning as the informa- 
tion technology sub-sector 
faltered. 

Sutherlands added to 
JBA's - woes by issuing a 
“sell" note yesterday. In 
which Graham Brown at the 
broker said that, although 
he remained positive on the 
company's long-term pros- 
pects “Investors should seek 
alternatives given the pre- 
mium rating multiple and 
trading uncertainty". 

The stock fell 50 to 720p, 
the biggest decline in the 
FTSE 250. 
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Bourses hit highs as rate fears fall away 


WORLD OVERVIEW 


European stock markets 
notched up a set of all-time 
highs as falling bond yields, 
a steady day in Asia and a 
good start on Wall Street 
lifted sentiment, writes 
Philip Coggan. 

US economic data that 
showed industrial output 
unexpectedly flat in Janu- 
ary. appeared to indicate the 
US may have seen the peak 
in Interest rates. 

The US Treasury bond 
jumped sharply on the news 
and there were record closes 
For German and French 10- 
year bond future contracts. 
Few people see much scope 
for rate rises in Europe. 


Europe: one high after another 

FT/S4P Europe (excluding UK) in S twins 
280 



1095 

Sauce DalssMunACV 

Bourses in Brussels. 
Frankfurt. Helsinki. Madrid. 
Milan. Paris and Zurich 
managed to reach new peaks 
as the long European bull 
market corttinued. 

The FT S&P Europe 


(ex-UK) index has risen 7.1 
per cent in dollar terms 
since the start of 1998 and 
11.2 per cent since the mid- 
January low. It has climbed 
31.4 per cent since the begin- 
ning of 1997 and 82 J2 percent 


since the start of 1995. 

Richard Davidson. Euro- 
pean strategist at Morgan 
Stanley, says he expects 
European markets to make 
further advances. 

“Interest rates should stay 
low and liquidity is pouring 
into markets such as Italy,” 
he said. 

“Bond yields are falling as 
it becomes dear that with 
the problems in Asia, 
deregulation and the down- 
ward pressure on prices 
caused by the single cur- 
rency process, the risk of 
inflation picking up is 
extremely thin." 

There are some risks, 
admits Mr Davidson, notably 
the elections in Germany 


and the need for earnings 
downgrades in the face of 
the Asian crisis. He sees 
rising by 10.7 per 
cent in 1998, 2 to 3 percent- 
age points below the consen- 
sus estimate. 

Jerry Evans, European 
strategist at EnskOda Securi- 
ties, says there has been a 
noticeable shift in relative 
sector performance since the 
recent bull run started in 
mid-January. 

“investors have moved 
from defensive sectors, such 
as utilities and foods, into 
those with earnings visibil- 
ity - healthcare, leisure, 
media, technology, finance," 
he said. 

“They are still very cau- 


tious on the industrial cycli- 
cal and that has created a 
huge dichotomy in the mar- 
ket You have to askypur- 
self whether the premiums 
for the growth stocks can be 
justified." 

- Tempest Consultants, 
authors of a Renters survey 
of investment research, pre- 
dicted yesterday that; the 
removal of currency riskand 
the impact of changing regu- 
lation and technology would: 
have a substantial impact on 
European equity investment 
patterns. ' 

By 2005. Tempest says that 
ratios of market capitalist 
turn to gross domestic- prod- 
uct should move from 40 per 
cent to 100 per cent , 


Bid fever lifts Mediaset rumour aids Milan 
Dow to fresh 
early peak 


FTSE Actuaries Share ind-ces 


■■■■ 


AMERICAS 


US shares pushed ahead 
strongly in early trading as 
takeover speculation 
mounted and lifted the Dow 
Jones Industrial Average 
above 3.400. terries John 
Labate in New York. 

It was US investors' first 
day back following a three- 
day weekend. By early after- 
noon the Dow was up by 
48.57 or 0.58 per cent to 
8.418.67, while the broader 
Standard & Poor's 500 index 
had put on 3.38 at 1.023.47. 

But technology and small 
company shares gave way to 
selling pressure. The Nasdaq 
composite index fell by 1.63 
to 1.708 l 79. while the Russell 
2000 of small-cap shares lost 
almost one point to 454.05. 

Merger and takeover plans 
dominated the day’s news as 
automotive parts maker SPX 
launched a S3bn hostile bid 
for rival group Echlin. The 
bid sent Ecblin's shares 
surging $10% or more than 
27 per cent to $49%, while 
SPX shares were down $3£ 
to $72%. 

Other takeover news 
included a revised offer from 
Computer Associates for 
rival Computer Sciences. 
Computer Associates shares 
plunged 52V 4 to $46V*. while 
Computer Sciences gained 
$!S to $108£. 

The upbeat mood was 
underpinned by the bond 
market, where Treasury 
issues rallied on the release 
of new data on industrial 
production suggesting a pos- 
sible slowdown in January. 
By midday the benchmark 
30-year Treasury bond had 
gained S to 104%. yielding 
5.805 per cent 

The industrial production 


figures made little impact on 
equities, however. “We’re at 
a point in the market where 
domestic economic news is 
given less attention with so 
much going on in the global 
sphere." said Arthur Hogan, 
senior equity trader at Mor- 
gan Stanley. 

Among Dow shares. Boe- 
ing climbed $ljg higher to 
$51$ and General Motors 
gained $1% to $64%. 

In the retail sector a “buy" 
rating from Donaldson. Luf- 
kin & Jenrette sent Nords- 
trom Si'/, higher to $57%. 

Eaton, the industrial 
machinery producer, gained 
$2ft on the company’s acqui- 
sition of a private car compo- 
nent maker. 

A mixed semiconductor 
sector put pressure on the 
technology stocks. Micron 
Technologies fell $1% to 
$33 ft. The Philadelphia 
Stock Exchange’s semicon- 
ductor index came off 2.18 to 
304.63. 

TORONTO followed Wall 
Street upwards in early trad- 
ing. adding 24.04 to 7.009.20 
on the 300 composite index 
at the noon calculation. 

Banks made a strong start, 
but there was less assistance 
from some of the market's 
other heavyweight sectors, 
notably golds, which moved 
lower under the impact of a 
dull bullion price. 

Banks were in demand on 
a broad front Royal Bank of 
Canada added 90 cents to 
C$8435 and Toronto-Domin- 
ion Bank gained C$1 at C$61. 
Bank of Nova Scotia rose 50 
cents to C$3530. 

Golds were among the 
morning’s laggards. Barrick 
came off 55 cents to C$28.30 
and Placer Dome shed 25 
cents to C$18. 


Reports that Rupert 
Murdoch's News Corp is 
negotiating to buy a control- 
ling stake in broadcasting 
group Mediaset helped, send 
MILAN to an all-time High 

News Corp was said to be 
close to a “decisive point” in 
negotiations with Mediaset's 
major shareholder, Silvio 
Berlusconi’s Fininvest. Medi- 
aset leapt L570 or 6 per cent 
to L9.980. barely flinching 
when Fininvest denied it 
planned to sell the stake. 

Christian Odonno at 
Actinvest agreed Fininvest 
was unlikely to sell, but that 
it could be negotiating to 
raise Mediaset’s capital by 
selling new shares to News 
Corp. That would raise capi- 
tal for a bid for Olivetti, 
whose Omnitel mobile phone 
subsidiary Mediaset is 
thought to covet 

Olivetti, shares in which- 
have been very strong lately 
on bid rumours, slipped L71 
to Ll.792. 

Fiat gained L191 to L6.385 

Mediaset 

Share price (Rib) 
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Oce jumped FI 7.40 to 
FI 25930 on news of a 23 per 
cent dividend increase plus 
s hare s plit 

ZURICH probed record 
highs with the SMI index 
adding 97.7 to 7.003 as money 
market rates softened and 
upside pressure spilled over 
from the derivatives market 
ahead of Friday's options 
and fu ture s expiries. Drugs 
leaders were firm with 
Novartis gaining SFr2I to 
SFr2387 and Roche SFr340 
to SFT16390. 

CS Holding, which ran 
into profit-taking on Monday 
following recent speculative, 
strength for the banking 
group, rallied SFr3 to 
SFr261 -50. Insurer Balolse 
was the strongest fiwanHai, 
advancing SFr20G to SFr3.270 
on merger talk. 
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Bovespa leaders start up 


SAO PAULO responded to 
the upbeat opening on Wall 
Street with good initial gains 
among leading stocks. Ahead 
of today's options expiry, the 
market clawed back Mon- 
day's losses to close at mid- 
session with the Bovespa 
index up ill or 1.1 per cent 
at 10.344. TeiebrSs led the 
rally, gaining 1.9 per cent to 
RSI 36. 30. 

SANTIAGO also pushed 
higher as the peso improved 
in the foreign exc hang es on 
the back of a near 6 per cent 
rise for Chilean manufac- 
tured exports in 1997. The 


news sparked a flood of buy 
orders from the US. At mid- 
session the IPSA index bad 
surged 2.44 or 2.7 per cent to 
92.71. 

MEXICO CITY pared early 
gains to end at the midses- 
sion with a modest reverse 
on the IPC index, which 
came off 47.04 to 4.545.92. 
Volume was said to be mini- 
mal. “Early bargain hunting 
quickly gave way to profit- 
taking. There were simply 
no supports for sentiment.'’ 
said one broker. Telmex 
shed 30 centavos to 21.25 
pesos. 


on reports that its Brazilian 
operations could get a boost 
from fiscal stimulus mea- 
sures there. The Mibtel 
index ended 276 higher at 
19.932. 

PARIS finally burst 
through to the record threat- 
ened in recent sessions, 
adding 55.33 to 3.280.45 on 
the CAC 40 index in buying 
by investors across the 
board. 

The dollar was no help, 
weakening in the foreign 
exchanges for the second 
day running, but French 
debt markets made a splash 
and Wall Street managed to 
return from its long week- 
end in upbeat form. 

Usinor jumped FFr3J25 to 
FFrS7.30 ahead of its results 
today and there were good 
gains at BNP and Paribas as 
the outbreak of banking 
merger stories in London 
appeared to spill across the 
channel. BNP put on 
FFr18.40 to FFr343.4 and 
Paribas gained FFrlS to 
FFr570. 


ret ota boa va Cqtatau 

FRANKFURT climbed to 
an all-time high as the Xetra 
Dax index breached the 4.600 
level, driven by strong gains 
in bond prices and a firmer 
dollar. Relative stability in 
Asian markets also helped 
sentiment and the index 
closed 91.86 higher at 
4.627.42. 

Insurers led the advance, 
helped by strong bonds. Alli- 
anz climbed DM20 to DM564. 
while Munich Re rose 
DM47.50 to DM825. Hannover 
Re gained DM11 or &5 per 
cent to DM181. 

Carmakers got a shot in 
the arm as Volkswagen’s 
Audi unit revealed strong 
results, showing sales grew 
by 17 per cent last year. VW 
climbed DM46.90 to DM1.131. 
A stronger dollar also helped 
BMW. DM17 better at 
DMl.623, and Daimler-Benz, 
which advanced DM4U15 to 
DM135.35. 

Engine maker Deutz rose 
DM1.75 to DM15.15 as the 
market continued to digest 
Monday's belt er-than-exp ec- 
ted results. 

Bucking the trend was 
chemicals group Hoechst, 
which lost DM2.30 to 
DM68J0 after a news report 
said the group's 1997 earn- 
ings would be below expecta- 
tions due to a poor perfor- 
mance at its drugs unit 
Marion Hoechst RousseL 

AMSTERDAM turned in 
the day’s best performance 
among leading bourses fol- 
lowing a tum of speed in the 
bond market where bench- 
mark 10-year yields fell six 
points. 

Index heavyweights led 
the upturn with. Philips surg- 
ing FI 8.40 or 5.7 per cent to 
FI 156 and ABN Amro FI l to 
FI 43.30 in volume of 14.9m 
shares. At the close, the 
AEX index had put on 2.1 
per cent, rising 20.66 to 
1.00650. 

Ignoring another dun day 
for the dollar. Unilever 
gained FI 2.30 to FI 124.30 
and Royal Dutch FI 1.20 to 
FI 108 as the buyers moved 
in across the board. Among 
smaller caps, copier group 


MADRID - climbed- to 
another all-time high, with 
trade again focused on utili- 
ties and construction stocks. 
The general index . ended 
10.63 higher at 724.40. 

Telefonica . recovered 
slightly after Monday's 2 per 
cent fell, rising- Pta75. to 
PtaA.665 as it postponed a 
board meeting scheduled for 
Wednesday to discuss ■ the 
future of its alliance with BT 
of the UK. Analysts said the 
postponement was designed 
to force BT ;tp; unveil its 
international plans first 

Elsewhere, electricity util- 
ity Endesa extended Mon- 
day's. gains, rising PtalSO to 
Pta3.440 as analysts digested 
its cost-cutting plans. 

Written and edited by Jeffrey 
Brown, Jo na th an Ford end Raul 

Grogan. '■ 


SOUTH AFRICA 

Shares in Johannesburg 
moved ahead on a broad 
front with financials, .indus- 
trials and golds all pming 
ground. 

The all share index ended 
np 64 at 6,761.2. . 

Financials continued, to 
lead the field, with merger 
speculation driving the- sec- . 
tor index 134.2 or 1-1 per 
cent ahead to 11,953.51. . 

Industrials gained 73.7 to 
7.952.6, while golds 
improved 14.1 to 8295. 


MARKET FOCUS 


Ding dong trade 
for Hong Kong 


.Havtng faDen precipitously 
from its August peaks, the 
Bong Song stock market 
has spent the past four 
months jerking. from one 
end of -a volatile trading 
range to the other. - 

' At 10,232.03 at the dose 
yesterday.- the leading 
Hang-Seng index is roughly 
in thh miririip of that range 
and putting out all sorts of 
cautious feelers about the 
first: post-colonial budget, 
due to be unwrapped today. 

Whatever Donald Tsang, 
Hong Kong’s financial sec- 
retary, .comes up with, 
thdre is a deep-seated suspi- 
cion among traders that it 
wi&hot te enough to offset 
worries about the economy. 

Property values in Hong 
Kong are- weak, the cur- 
rency has Jbeen under all 
sorts' at pressure as a result 
of devaluations elsewhere 
in the Pacific Rim and the 
retail trade is suffering 
from a dearth of tourists. 

As a result, the stock 
market has not managed to 
turn in the most auspicious 
of post-handover perfor- 
mances, in spite of the 
modest upturn that Hong 
Kong equities ' have 
achieved since last month's 
shutdown for the. Chinese 
new year holiday.: .. ; 

The stock market’s earn- 
ings multiple for 1998 is 
little better than 8 times, 
according to IBES, the 
financial information 
group. .This puts one of the 
world’s most dynamic econ- ; 
pmies on a lower rating 
than Bombay as well as at 
under half the value of 
most leading . European, 
bourses.’. 

Hong Kong’s new own- 
ers. struggling with a.wan- 
ing fihinpsA mainland econ- . 
pmy, would have wished 
for a better performance 
since they took control. - 

Most brokers remain - 
deeply sceptical about the 
way ahead/ According to 
James Montier at NatWest 
Securities. earnings 
growth, which weighed in 
at 16 per cent m '1997. is 
likely to disappear this 
year. “They will be lucky to 


HongKms 

Hang Seng index 
17,000 
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turn to a zero figure," he 
says. Understandably the 
NatWest team remains cau- 
tious. ^The market is 
wedged into something of a 
Catch 22 situation. If the 
currency peg fails, there 
will be all hell to pay. But 
if the peg to the dollar 
holds. Hong Kong is going 
have to put up with a 
tough . interest rate back 
ground." 

The point that Mr Mon- 
tier makes forcefully is that 
the banking and property 
sectors, the twin pillars 
supporting Hong Kong’s 
recent rapid expansion, are 
now facing a transformed 
costs outlook. 

Inter-bank rates were 
softening yesterday and are 
now well below' recent 
peaks. But real money 
costs, currently close to 4 
per cent, are still histori- 
cally high. It is all a far cry 
from the halcyon period 
between 1990 and 1995 
when Investors could rely 
on negative interest rates. 

The run-up to today's 
budget has shown just how 
uneasy investors’ thoughts 
are. Trading volume has 
been wafer-thin over the 
past two days. 

Analysts feel that Mr 
Tsang will dip into his pool 
of accumulated reserves in 
order to give the economy a 
short-term lift “Tax cuts 
look a good bet but the 
longer doubts re main, " said 
one broker yesterday. 


Jeffrey Brown 


Bank recovery gives KL lift 


ASIA PACIFIC 


rebound in bank shares 
id a slight recovery in the 
irrency helped KUALA 
JMPUR to rise by nearly 5 
r cent yesterday. 
Financial stocks, which 
st more than 7 per cent on 
onday on news that a 
Erger between Rashid Hus- 
in and Commerce Asset 
id been scrapped, bounced 
ick by more than 6 per 
nt. 

The recovery came as the 
ntral bank gave an upbeat 
sessment of the country's 
lancial system and assured 
vestors that its 31 March 
adline for financial com- 
ny mergers would be 
lerpreted flexibly. 

Rashid Hussain gained 28 
nts to MS4.90 while Cora- 
arce Asset rose 31 cents to 
53,06, Investors had been 
nceraed that the slowness 
banks to merge would 
sd the authorities to 
ipose penalties. 

Elsewhere, a firmer ringgit 
Jped sentiment and the 
mposite index closed 28.89 
gher at 690.83. 

JAKARTA climbed more 
an 3 per cent in foreigu-led 
lying in heavyweight 
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stocks with overseas listings. 
The composite index rose 
14.5 to 472.21. 

News that the central 
bank governor had been dis- 
missed came too late in the 
day to affect prices. 

Brokers said that Telkom 
and satellite operator 
Indosat. both or w'hich have 
New York-listed, dollar- 
priced shares, were again 
firm as international arbitra- 
geurs bought the local 
stocks to cover short posi- 
tions they bad taken In the 
US listings. 

Telkom gained Rpi25 to 
Rp3,650. while Indosat was 


Rp 1,350 better at Rpl5.150. 

TOKYO traded narrowly 
as investors waited for news 
of a government economic 
package. The Nikkei 225 
Average ended 15.19 higher 
at 16.790.71, having dipped 
15.49 points on Monday. The 
day’s trading range was 
16,790.91 to 16587.71. 

The broad trend . though, 
was downwards. The Topix 
index of all first-section 
shares gave up 2.42 at 
1.271.01. 

Declining stocks outpaced 
gainers by 601 to 464. First- 
section turnover remained 
weak at 348m shares, against 
379m on Monday and 640m 
on Friday. 

Brokers said investors had 
stuck rigidly to the sidelines, 
unwilling to take positions 
until the contents of the lat- 
est stimulus package are 
known. 

Banks created most of the 
day’s limited interest The 
sector rallied after early 
losses. Long-Term Credit 
Bank added Y14 to Y336 and 
Sakura Bank Yll to Y500. 

TAIWAN rose strongly, 
although China Airlines met 
with heavy selling in the 
wake of Monday's Airbus 300 
crash. The airline ended off 


by the daily 7 per cent limit 
at TS29.10. 

Leading electronics stocks 
shrugged off concerns over 
US import duties and the 
weighted index gained 73 JO 
to 8,782.09. 

BANGKOK moved higher 
as the baht rallied to the for- 
eign exchanges. National 
Finance was actively traded, 
ending Bt2 better at Btl7. 
The SET index closed with a 
gain of 18.47 or 3.8 per cent 
at 5Q2J>3. 

SYDNEY rallied on the 
back of a strong bounce for 
the banking sector. 

The All Ordinaries rose 
35j8 or 1.4 per cent to 2.6S7. 
NAB jumped 76 cents or 4 
per cent to A$19.78 as rights 
fears evaporated when the 
bank announced it had 
received approval for a tax- 
deductible tier-one capital 
increase. 

SEOUL shares fell back as 
the Korean won fame under 
pressure, infected by Indon- 
esia’s currency weakness. 

Concerns about currency 
stability prompted a wave of 
institutional selling that cou- 
pled with flagging foreign 
interest, left the composite 
index 525 lower at 471.73 on 
low volume of 58^m shares. 
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